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To  the  Honorable  John  Edward  Erickson, 

The  Governor  of  the  State  of  Montana ; 

To  the  Honorable  State  Board  of  Land  Commissioners, 

The  Governing  Board  of  the  Land  Department ;  and 

To  the  Sovereign  People  of  the  State, 

Whom  we  all  endeavor  to  serve  in  the  Hope  of  Usefulness ; 

This  Brief  Report  of  the  Encouraging  Affairs  of  the 

State  Land  Department  is  Most  Gratefully  Submitted. 


Done  at  Helena,  the  Capital  of  the  State, 
this  18th  day  of  October,  1926. 


I.  M.  BRANDJORD,  Register, 
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It  is  the  aim  of  this  report  to  present  in  a  simple  and  orderly 
manner  understandable  and  reliable  information  relatmg  to  the  State 
Land  Department,  showing-  the  origin,  development  and  present  condi- 
tion of  its  affairs  and  foi-eshadowing  its  future  possibilities  of  service 
and  usefulness  to  the  people  of  this  state. 

HISTORY  OF  THE  FEDERAL  LAND  GRANTS. 

As  all  the  affairs  of  the  department  appear  to  originate  in  certain 
land  grants  from  the  Federal  Government  to  the  State  of  Montana,  I 
deem  it  proper  to  begin  with  a  brief  history  of  these  grants.  But  let 
us  not  blindly  assume  that  these  land  grrants  constitute  the  real  origin; 
by  such  assumption  we  should  fail  to  realize  their  deeper  sisrnificance. 
Back  of  these  magnificent  gifts  there  lies  a  great  purpose;  and  to 
understand  this  purpose  we  must  understand  the  spirit  that  actuated 
the  givers — the  Fathers  of  this  Republic — and  the  age  in  which  they 
lived. 

The  idea  and  purpose  of  the  federal  land  grants  date  back  to  an 
age  that  represents  a  great  turning  point  in  human  affairs,  especially 
in  the  sphere  of  government  and  social  organization,  but  at  the  same 
time  an  age  of  darkness  and  gloom  and  narrowness  and  poverty  as 
compared  with  the  richer,  larger  and  sunnier  life  prevailing  throughout 
large  portions  of  the  civilized  world  today.  In  that  age  a  government 
in  which  all  the  people  had  some  share  was  practically  unknown;  the 
education  of  the  masses  had  never  been  tried  and  was  dreamt  of  only 
by  a  vei*y  few;  whatever  enjoyment  and  comfort  and  culture  there 
were  for  a  small  portion  of  society  rested  very  largely  upon  the  en- 
forced toil  and  drudgery  of  the  masses,  and  even  upon  the  actual 
commercial  ownership  of  a  great  number  of  human  being  by  others 
through  the  black  institution  of  slavery. 

But  in  the  same  age  there  also  lived  a  growing  number  of  al- 
truistic men  endowed  with  sympathetic  comprehension  of  human  life 
and  inspired  with  visions  of  its  liberation  and  enrichment.  In  the 
minds  of  these  there  gradually  dawned  a  luminous  truth,  a  guiding 
light — the  consciousness  of  the  worth  and  value  and  dignity  of  the  com- 
mon human  life.  Listen  to  the  immortal  words  of  Thomas  Jefferson  in 
the  Declaration  of  Independence:  "We  hold  these  truths  to  be  self- 
evident  that  all  men  are  created  equal;  that  they  are  endowed  by  their 
Creator  with  certain  unalienable  rights;  that  among  these  are  life, 
liberty,  and  the  pursuit  of  happiness."  These  truths  embody  a  deep 
realization  of  the  essential  equality  of  all  men,  a  profound  respect  and 


6  REPORT    OF   THE   REGISTER    OF   STATE   LANDS 

a  devout  esteem  for  human  life  as  such,  and  they  breathe  the  fruitful 
spirit  of  living-  sympathy  with  a  strug'g-ling-  I'ace.  It  is  in  reality  the 
spirit  of  awakening  humanity  itself  speaking  through  the  founders  of 
a  nation. 

In  this  spirit  and  on  these  principles,  our  forefathers  founded  the 
most  stupendous  experiment  in  democracy  that  the  world  ever  saw; 
and  it  is  worth  noting  that  this  spirit  and  these  principles  still  remain 
among  the  most  vital  forces  in  improving  political  government  and 
social  organization.  It  was  the  earnest  faith  and  fervent  hope  of  the 
fathers  that  this  form  of  government  more  than  any  other  would  in- 
sure a  high  decree  of  liberty,  foster  equality,  and  "aid  in  the  pursuit 
of  happiness."  But  they  realized  that  in  order  to  make  this  form  of 
government  a  successful  and  enduring  institution  it  was  necessary  to 
educate  the  masses.  So  they  encouraged  the  establishment  of  public 
schools  and  inaugurated  the  policy  of  granting  lands  to  aid  in  their 
perpetual  maintenance. 

The  earliest  educational  land  grants  which  I  have  been  able  to 
discover  date  back  to  the  Continental  Congress.  On  May  20th,  1785, 
this  body  passed  an  ordinance  reserving  "the  lot  No.  16  of  every  town- 
ship for  the  maintenance  of  public  schools  within  the  said  township." 
This  ordinance  of  the  Continental  Congress  applied  only  to  the  "West- 
ern Territory,"  embracing  the  present  states  of  Wisconsin,  Illinois,  In- 
diana, Ohio  and  Michigan;  but  from  the  grants  then  made  developed 
the  general  policy  of  the  United  States  of  granting  lands  for  the  sup- 
port of  schools.  It  was  gradually  extended  to  all  new  states  having 
public  lands,  and  the  grant  was  increased  to  cover  two  or  more  sections 
in   each  township. 

The  adoption  of  this  policy  is  undoubtedly  one  of  the  great  events 
in  American  History.  The  Public  School  has  wrought  mightily  in  the 
marvelous  making  of  America.  It  has  been  a  great  power  in  liberating 
and  enriching  the  life  of  the  individual,  and  it  has  proved  itself  the 
most  powerful  agency  under  the  control  of  the  state  for  moulding  the 
various  and  numerous  elements  of  our  population  into  one  people  and 
one  nation. 

There  is  one  other  act  in  the  development  of  the  land  grant  policy 
of  the  United  States  which  has  had  such  far-reaching  effects  that  it 
is  more  than  worthy  of  special  mention.  This  is  the  Morrill  Act,  so 
named  after  its  author,  Justin  Smith  Morrill,  of  Vermont.  He  served 
as  a  member  of  the  House  of  Representatives  from  1854  to  1866  and 
was  a  member  of  the  Senate  from  1867  to  his  death  in  1898.  Briefly 
stated  the  act  that  he  formulated  provides  for  the  granting  "to  the  sev- 
eral states"  of  thirty  thousand  acres  of  land  for  each  senator  and  repre- 
sentative in  Congress  for  the  "endowment,  support  and  maintenance 
of  at  least  one  college  where  the  leading  object  shall  be"  .  .  .  "to  teach 
such  branches  of  learning  as  are  related  to  agriculture  and  the  mechanic 
arts"  .  .  .  "in  order  to  promote  the  liberal  and  practical  education  of 
the  industrial  classes   in   the   several   pursuits  and   professions   of  life." 
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This  Act  was  first  passed  by  Congress  in  1857  but  vetoed  by  President 
Buchanan.  It  was  passed  a  second  time  in  1862  and  approved  by  Presi- 
dent Lincoln  on  July  2nd  of  that  year.  Various  amendatory  and  sup- 
plementary acts  have  been  passed  since  that  time.  Under  these  acts 
some  seventy  colleges  have  been  established  throughout  the  Union. 

It  is  impossible  to  estimate  the  enormous  benefits  that  have  re- 
sulted from  these  institutions  to  a  country  and  in  an  age  in  which  "ag- 
riculture and  the  mechanic  arts"  have  played  such  a  dominant  part  in 
the  forward  march  of  civilization  and  in  the  liberation  and  enrichment 
of  human  life. 

The  federal  land  grant  policy  has  been  made  applicable  to  the 
State  of  Montana  mainly  through  the  Enabling  Act,  admitting  the 
state  into  the  Union.  Section  14  of  the  so-called  Organic  Act,  creating 
the  Territory  of  Montana  "reserved"  sections  sixteen  and  thirty-six  in 
each  township  for  school  purposes;  but  the  real  grant  is  made  through 
the  Enabling  Act.  Minor  grants  for  various  purposes  have  been  made 
through  subsequent  acts.  The  following  statement  enumerates  all  our 
land  grants,  shows  the  acreage  of  each,  and  makes  reference  to  the 
acts  under  which  they  were  made: 
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TABLE  NO.   I. 
FEDERAL   LAND  GRANTS  TO  THE   STATE   OF   MONTANA. 

F'uhlic  School  Grant.     (Sec.   10  of  Enablins'   Act.) 

This  grant  embraces  sections  16  and 
36  of  each  township  of  the  state 
outside  permanent  national  reserva- 
tions, and  makes  provision  for  se- 
.  .  lecting-  lieu  lands  for  such  of  these 
sections  that  have  been  lost  to  the 
state.     Total   jrrant  about 5,188,000  acres 

State  University  Grants. 

Section  14  of  the  Enabling-  Act  gi-ants 
seventy-two  sections,  to  be  sold  for 
not  less  than  $10  per  acre,  the 
proceeds  to  constitute  a  pei'manent 
fund,  "the  income  thereof  to  be 
used  exclusively  for  university  pur- 
poses;" total  grant  46.080  acres 

The  Act  of  Congress  approved  March 
9,  1904,  (38  Stat.  64)  grants  the 
south  half,  and  the  south  half  of 
the  north  half  of  Sec.  26,  Twp. 
13N,  of  Rge.  19  West,  adjoining  the 
original  campus  "for  university 
i  purposes"   480  acres 

The  Act  of  Congress  of  March  3,  1905, 
(33  Stat.  L.  1080  grants  160  acres 
for  a  biological  station;  this  land 
has  been  selected  on  Blue  Bay  on 
Flathead  Lake  160  acres 

Total 46,720  acres 

Agricultural  College  Grants. 

Sec.  16  of  Enabling  Act  grants 90,000  acres 

(This    is    really    the    Morrill    Grant 

made  applicable  to   Montana.) 
Sec.    17    of    Enabling    Act    makes    an 

additional   grant   of   50,000  acres 

Total    140,000  acres 

Grant  for  School  of  xVIines— Sec.  17  Enab. 

Act     100,000  acres 

Grant  for  State  Normal  Schools  17  Enab. 

Act     100,000  acres 

State  Reform  School  Grant  17  Enab.  Act  50,000  acres 

Deaf  and   Dumb   Asylum    Grant   17   Enab. 

Act     50,000  acres 

Grants  for  Public  Buildings   at  the   State 
Capital: 

Sec.  12  of  Enabling  Act  32,000  acres 

Sec.  17  of  Enabling  Act  150,000  acres        182,00  acres 

Total   of  all    these   grants   5  856,720  acres 
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xMINOK  GRAMS. 
Militia  Camp. 

The  Act  of  Congress  approved  February  18,  1891,  (26  Stat. 
L.  748),  grants  to  the  State  of  Montana  one  section  of  land  within 
the  abandoned  Fort  Ellis  Military  Reservation  in  Gallatin  County 
for  a  permanent  militia  camp  "or  other  public  uses."  The  state 
selected  the  following  lands  for  these  purposes: 

SEi/4  of  SEi/4,  Sec.  10;  the  NV2,  the  SW^A,  the  Wh-zSEV^  and 
NE%  of  SEi/4  of  Sec.  15,  all  in  Twp.  2  S.  of  Rge.  6  E.  By  State 
Senate  concurrent  resolution  approved  Januai-y  30,  1923,  this  land 
is  now  dedicated  to  the   Agricultural   Experiment   Station. 

Grant  for  Soldiers'  Home. 

The  Act  of  March  2nd,  1895,  (28  Stat.  938)  authorizes  the 
Governor  of  the  State  of  Montana  to  select  two  sections  of  land 
within  the  abandoned  Fort  Maginnis  Military  Reservation  in  Fergus 
County,  "for  the  maintenance  of  a  soldiers'  home,  or  for  other 
public  purposes."  But  the  act  further  provides  that  these  lands 
shall  be  in  part  satisfaction  of  the  lands  already  granted  to  the 
state  by  section  17  of  the  Enabling  Act,  and  consequently  this  act 
does  not  increase  the  total  grants  to  the  State.  The  state  selected 
a  total  of  1275.61  acres  in  sections  1  and  2  of  Twp.  16  N.  of  Rge.20 
E.  and  in  sections  34  and  35  of  Twp.  17  N.  of  Rge.  20  E.  and  de- 
ducted this  acreage  from  the  State  Reform  School  Grant.  At  this 
writing  a  total  of  218.84  acres  has  been  sold  at  the  price  of  $18.00 
per  acre,  leaving  unsold  1,056.77  acres.  All  income  is  available 
for  the  maintenance  of  the  Soldiers'  Home  at  Columbia  Falls. 

Grant  for  Agricultural  and  Manual  Training  School. 

The  Act  of  Congress  approved  February  11th,  1915,  (38  Stat. 
807)  authorizes  the  granting  to  the  State  of  Montana  of  2000  acres 
of  land  at  the  price  of  $2.50  per  acre  within  the  abandoned  Fort 
Assiniboine  Indian  Reservation  for  the  establishment  of  an  "agri- 
cultural, manual  training  or  other  educational  institution."  The 
land  carried  with  it  valuable  buildings.  By  act  of  the  State  Legis- 
lature approved  March  8,  1913,  the  State  of  Montana  had  already 
made  a  provision  for  consummating  this  deal  with  the  United  States, 
and  had  established  and  located  "The  Northern  Montana  Agri- 
cultural and  Manual  Training  School"  at  Fort  Assiniboine.  (Sec- 
tions 917  to  925  of  the  Revised  Codes  of  1921.)  The  two  thousand 
acres  of  land  were  subsequently  selected  in  sections  21,  22,  27,  28. 
29,  32,  33  and  34  of  Twp.  32  N.  of  Rge.  15  E.,  in  Hill  County. 

State  Penitentiary. 

The  last  three  lines  of  Section  15  of  the  Enabling  Act  read  as 
follows:  "The  penitentiary  at  Deer  Lodge  City,  Montana,  and  all 
lands  connected  therewith  and  set  apart  and  reserved  therefor,  are 
hereby  granted  to  the  State  of  Montana."  As  far  as  known  this 
is  the  smallest  land  grant  made  to  the  State,  embracing  a  little 
less  than  nine  and  three-fourths  acres,  but  it  has  an  interesting- 
history  which  has  been  furnished  by  Frank  Conley,  a  former 
warden  of  the  State  Penitentiary,  a  summary  of  which  is  as  follows: 

Under  date  of  October  20,  1864,  J.  S.  Pemberton.  C.  A.  Broad- 
water, and  others  incorporated  as  the  Deer  Lodge  Town  Company 
and  by  the  same  instrument  they  also  "pre-empted"  under  a  cer- 
tain townsite  act  32  acres  of  unsurveyed  land  on  the  Deer  Lodge 
River. 

Under  date  of  January  16,  1868,  these  incorporators  proceeded 
to  plat  this  land  as  "Deer  Lodge  City,  in  Deer  Lodge  County,  Mon- 
tana Territory."  The  plat  was  filed  for  record  in  Deer  Lodge 
County  August  6,  1869. 
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Under  date  of  March  3,  18G8,  this  townsite  company  deeded 
certain  blocks  to  the  United  States  of  America  in  consideration  of 
the  sum  of  $500.00  for  penitentiary  purposes. 

Under  date  of  June  29,  1868,  the  same  townsite  company  exe- 
cuted a  quit  claim  deed  to  the  United  States  of  America  covering 
the  same  land  in  order  to  convey  better  title.  This  conveyance 
covers  all  of  Blocks  90,  104,  115  and  parts  of  Blocks  89,  105,  114, 
and  parts  of  certain  streets,  containing-  in  all  420,320  square  feet, 
according  to  the  plat  of  Deer  Lodge  City  at  that  time. 

Since  that  time  the  plat  has  been  changed  and  according  to 
Frank  Conley  the  land  above  described  is  the  same  as  Blocks  52,  53, 
62  and  the  EV2   of  Blocks  63  and  67  of  the  present  townsite. 

It  appears  that  at  the  time  of  these  conveyances  to  the  United 
States,  the  Deer  Lodge  Town  Company  had  not  obtained  good  title 
from  the  United  States  to  the  land  embraced  w'ithin  the  townsite. 
Under  date  of  June  15,  1872,  the  United  States  of  America  issued 
a  patent  to  D.  P.  Newcomer,  Probate  Judge  of  Deer  Lodge  County, 
Montana  Territory,  to  the  land  originally  pre-empted  by  the  town- 
site  company  and  platted  as  Deer  Lodge  City  to  be  held  "in  trust 
for  the  several  use  and  benefit  of  the  occupants  of  the  townsite  of 
Deer  Lodge  according  to  their  respective  interests."  There  is  no 
recoi'd  of  any  conveyance  from  Judge  Newcomer  to  the  State  of 
Montana,  but  the  last  three  lines  of  Section  15  of  the  Enabling  Act, 
above  quoted,  do  undoubtedly  give  title  to  the  State  of  Montana 
to  the  land  in  question  together  with  all  buildings  and  improve- 
ments thereon. 

The  complete  history  of  the  penitentiary  grant  has  been  pre- 
sented to  the  State  Historical  Library. 


POSSESSION    NOT   YET   OBTAINED   TO   SOME  OF   THE 
SCHOOL  LANDS.     (Sec.  16  and  36.) 

Previous  biennial  reports  by  the  Register  of  State  Lands  show  that 
the  lands  granted  in  specific  quantities  for  the  various  state  institu- 
tions as  above  enumerated  have  practically  all  been  selected  and  the 
selections  approved;  but  a  somew^hat  different  situation  exists  with 
reference  to  sections  16  and  36.  This  situation  arises  from  the  nature 
of  the  grant  itself.  Section  10  of  the  Enabling  Act  by  which  this  grant 
is  made  contains  the  following  restrictions: 

"Provided,  That  the  sixteenth  and  thirty-sixth  sections  embraced 
in  permanent  reservations  for  national  purposes  shall  not,  at  any  time, 
be  subject  to  the  grants  nor  to  the  indemnity  provisions  of  this  act, 
nor  shall  any  lands  embraced  in  Indian,  military  or  other  reservations 
of  any  character  be  subject  to  the  grants  or  to  the  indemnity  provisions 
of  this  act  until  the  reservation  shall  have  been  extinguished  and  such 
lands  be  restored  to  and  become  a  part  of  the  public  domain." 

You  will  note  that  Indian  reservations  are  specifically  excepted.  As 
Montana  has  seven  of  these  reservations  with  a  total  original  area  of 
6,410,397  acres — more  than  one-fifteenth  of  the  entire  state — it  is  evi- 
dent that  our  school  land  grant  must  have  suffered  materially  from  this 
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exception.  It  is  the  evident  intention  of  the  grant,  however,  to  make 
it  applicable  to  these  reservations  when  they  are  opened  to  settlement. 
If  this  original  intent  had  been  strictly  followed,  little  trouble  would 
have  resulted;  but  the  Department  of  the  Interior  has  gradually  de- 
veloped the  doctrine  of  a  liberal  construction  of  the  land  laws  in  favor 
of  the  Indians.  Whenever  an  Indian  reservation  in  Montana  has  been 
opened  to  allotment  to  the  Indians  and  to  settlement,  the  Indians  have 
been  allowed  to  select  Sections  16  and  36  vdthin  the  reservation  as  al- 
lotments if  they  so  preferred.  In  cases  of  this  kind  the  government 
would  grant  the  state  the  usual  right  of  selecting  other  lands  in  lieu 
of  those  alotted  to  the  Indians  or  otherwise  lost  to  the  school  grant. 
But  even  this  would  impose  upon  the  land  department  the  additional 
work  of  selecting  these  lieu  lands,  and  usually  it  takes  years  to  secure 
the  approval  of  the  United   States  of  the  lieu  lands  selected. 

The  opening  of  the  Fort  Belknap  Indian  Reservation  will  illustrate 
the  troubles  that  have  resulted  to  the  land  department  through  the  lib- 
eral interpretation  of  the  statutes  by  the  Department  of  the  Interior. 
This  reservation  was  opened  to  allotment  by  Act  of  Congress  of  Mai'ch 
3,  1921,  (41  Stat.  1355).  This  act  makes  applicable  to  the  lands  within 
the  reservation  the  provisions  of  the  Enabling  Act  granting  Sections 
16  and  36  to  the  state  for  school  purposes  at  the  opening  of  the  reser- 
vation, but  it  also  recognizes  the  liberal  interpretation  of  the  land  laws 
in  favor  of  the  Indians  and  assumes  that  some  of  Sections  16  and  36 
will  be  allotted  to  the  Indians  and  then  makes  provision  for  the  selec- 
tion of  other  lands  within  the  Reservation  for  those  so  allotted  or  other- 
wise lost  to  the  state. 

It  was  found  that  the  total  area  of  the  school  sections  within  the 
reservation  aggregated  33,938.83  acres;  and  of  these  a  total  of  14,247.37 
acres  were  allotted  to  the  Indians  or  reserved  for  their  benefit.  But 
that  is  not  all  of  it.  In  making  the  allotments  not  one  single  acre  was 
left  within  the  reservation  from  which  the  state  could  select  its  lieu 
lands,  and  the  state  was  simply  informed  that  it  could  select  the  14,- 
247.37  acres  of  lieu  lands  outside  the  boundaries  of  the  reservation.  It 
so  happened  that  shortly  afterwards  the  State  of  Montana  relinquished 
to  the  United  States  17,725.13  acres  that  it  had  held  under  the  Carey 
Act  in  Townships  26  and  27  North  of  Range  1  East  and  Ranges  1,  2 
and  3  West.  Very  naturally  the  State  endeavored  to  select  lieu  lands 
for  those  lost  on  the  Fort  Belknap  Indian  Reservation  from  these  lands 
so  relinquished  by  the  State  under  the  Carey  Act.  Indemnity  selection 
lists  were  promptly  filed  in  the  United  States  Land  Office  at  Great 
Falls;  but  legal  difficulties  were  encountered  from  the  very  beginning, 
and  the  Commissioner  of  the  General  Land  Office  held  that  the  State 
could  not  file  its  selections  at  that  time.  The  matter  was  then  taken 
up  with  our  Senators  and  Representatives  in  Washington  and  on  June 
30,  1926,  Senator  Walsh  introduced  a  bill  (Senate  Bill  4533)  granting 
to  the  State  of  Montana  a  preference  right  to  select  and  file  in  the 
local  land  offices  sufficient  selections  from  the  lands  so  relinquished 
under  the  Carey  Act  to  compensate  the  State  for  the  more  than  14,000 
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acres  lost  on  the  Fort  Belknap  Indian  Reservation.  The  bill  was  favor- 
ably reported  by  the  Committee  on  Public  Lands  and  Surveys  and  will 
be  vi.srorously  pushed  upon   the  reconvening  of  Congress. 

These  facts  are  recited  simply  to  show  what  difficulties  may  be  en- 
countered in  securing  possession  of  some  of  the  lands  under  the  school 
land  grant. 

The  aforesaid  resti-ictive  clause  in  Section  10  of  the  Enabling  Act 
has  caused  other  troubles  to  our  school  land  grant  in  addition  to  those 
resulting  from    Indian   reservations. 

During  the  administration  of  President  Cleveland  and  subsequent 
presidents  the  federal  government  developed  the  policy  of  creating  na- 
tional forest  reserves.  At  the  present  time  there  are  17  national  forests 
in  Montana  with  a  gross  area  of  18,839,793  acres,  equal  to  one-fifth  of 
the  entire  state.  Within  the  boundaries  of  these  national  forest  re- 
serves, the  area  covered  by  Sections  16  and  36  aggregates  more  than 
one  million  acres.  In  all  cases  where  these  sections  had  been  surveyed 
and  the  sui-vey  thereof  had  been  approved  by  the  local  land  office  pre- 
vious to  the  date  creating  the  national  forest  reserves,  the  title  of  the 
State  to  the  section  or  sections  was  recognized;  but  whenever  the  na- 
tional forest  was  created  prior  to  the  survey  and  approval  of  the  sur- 
vey, it  was  held  that  the  State  had  no  title.  The  State  was.,  however, 
permitted  to  select  other  lands  in  lieu  of  those  so  lost.  These  circum- 
stances have  naturally  resulted  in  additional  difficulties  for  the  State 
in  securing  the  lands  to  which  it  is  entitled  under  its  school  land  grant. 

There  are  other  sources  of  difficulty.  Section  11  of  the  Enabling 
Act  provides  that  the  lands  granted  for  educational  purposes  "shall  not 
be  subject  to  pre-emption,  homestead  entry  or  any  other  entry  under 
the  land  laws  of  the  United  States,  whether  surveyed  or  unsurveyed, 
but  shall  be  reserved  for  school  purposes  only."  If  that  provision  of 
the  Enabling  Act  had  been  allowed  to  stand,  it  would  have  saved  the 
State  Land  Department  a  great  deal  of  trouble;  but  subsequent  legisla- 
tion gives  the  preference  right  to  settlers  whenever  they  make  entry 
upon  unsurveyed  government  lands  which,  when  surveyed,  are  found 
to  be  within  Sections  16  and  36.  See  especially  Act  of  February  28, 
1891,  (26  Stat.  796).  The  State  is  again  placed  under  the  necessity  of 
selecting  "other  lands"  for  those  originally  granted  to  it. 

Another  source  of  considerable  trouble  is  the  mineral  reservation 
in  the  Enabling  Act.  Section  18  of  that  act  provides  "that  all  mineral 
lands  shall  be  exempted  from  the  grants  made  by  this  act."  With  the 
discovery  of  oil  in  the  Westei-n  states  the  question  of  the  State's  title 
to  mineral  lands  has  become  a  very  live  one  and  has  been  the  subject 
of  a  great  deal  of  discussion  in  Congress.  During  the  winter  and  spring 
of  1926  the  Committee  on  Public  Lands  and  Surveys  of  the  Senate  and 
the  Committee  on  Public  Lands  of  the  House  had  joint  hearings  on  these 
questions.  No  legislation  has  as  yet  resulted  from  these  hearings  but 
it  was  agreed  to  resume  the  subject  at  the  coming  session  of  Congress. 
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For  further  information  concernine:  lieu  land  selections,  see  the 
heading  "Activities  of  the  State  Land  Agent"  appearing  later  on  in  this 
report. 

— a — 


SOME    FUNDAMENTAL    LEGAL    I'UOVLSIONS    GOVERNING    THE 
USE   AND    DISPOSITION    OF    THE    LAND    GRANTS. 

There  is  a  noteworthy  uniformity  in  all  the  fundamental  legislation 
governing  the  educational  land  grants;  the  purpose  remains  the  same. 
The  first  grant,  already  mentioned  in  this  report  made  in  1785  was 
"for  the  maintenance  of  public  schools."  The  same  idea  is  expressed 
in  the  organic  act  creating  the  Territory  of  Montana  and  approved  by 
President  Lincoln  in  1864.  Section  10  of  the  Enabling  Act  grants  sec- 
tions 16  and  36  "for  the  support  of  common  schools."  The  idea  from 
the  very  beginning  was  that  the  lands  granted  should  constitute  a  per- 
petual endowment  for  the  support  and  maintenance  of  public  schools 
through  all  time  to  come. 

It  was  realized  from  the  very  beginning  that  the  various  states 
could  not  forever  hold  and  manage  the  lands  themselves,  but  that  it 
would  be  necessary  to  convert  the  lands  into  money.  Our  Enabling 
Act  and  our  Constitution  do  therefore  make  provision  for  the  disposition 
of  the  lands  and  the  investment  and  management  of  the  funds  arising 
therefrom.  The  problem  was  and  still  remains  to  make  these  funds  as 
permanent  as  the  lands  themselves. 

Section  11  of  the  Enabling  Act  reads  in  part  as  follows: 

"All  lands  herein  granted  for  educational  purposes  shall  be  dis- 
posed of  only  at  public  sale,  and  at  a  price  not  less  than  ten  dollars 
per  acre,  the  proceeds  to  constitute  a  permanent  school  fund,  the  interest 
of  which  only  shall  be  expended  in  the  support  of  said  schools." 

Lawyers  disagree  as  to  whether  the  provisions  of  this  section  apply 
to  all  the  lands  granted  to  the  State  of  Montana,  except  to  the  building 
grant,  or  whether  they  apply  only  to  sections  16  and  36  and  lands 
granted  in  lieu  thereof.  But  no  matter  what  the  intention  may  be  of 
this  particular  section  of  the  Enabling  Act,  the  constitutional  conven- 
tion of  the  State  of  Montana  so  interpreted  the  Enabling  Act  as  a  whole 
as  to  create  permanent  funds  out  of  the  proceeds  from  all  lands  granted 
to  state  institutions  of  learning  making  the  income  alone  available  for 
maintenance,  and  wrote  the  constitution  accordingly.  The  Supreme  Court 
of  the  state  has  held  that  this  interpretation  of  the  Enabling  Act  is 
valid  and  binding  and  in  full  harmony  with  its  spirit  and  intent.  See 
State  Ex.  Rel.  Haire,  v.  Rice,  as  State  Treasurer,  33  Mont.  365. 

The  State  Constitution  is  very  clear  and  explicit  in  providing  for 
the  creation  and  preservation  of  permanent  revenue  producing  funds 
from  all  the  federal  land  grants  made  to  the  public  schools  and  higher 
institutions  of  learning.  Section  2  of  Article  XI  provides  "that  the 
public   school   fund   of   the   state   shall   consist   of   the    proceeds    of   such 
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lands  as  have  heretofore  been  granted  or  may  hereafter  be  granted  to 
the  state,"  and  of  the  proceeds  of  other  lands  that  may  be  granted  to 
the   State  by  the  Federal   Government  or  acquired  from   other  sources. 

Section  3  of  the  same  Article  reads  as  follows: 

"Such  public  school  fund  shall  forever  remain  inviolate,  guaranteed 
by  the  state  against  loss  or  diversion,  to  be  invested,  so  far  as  possible, 
in  public  securities  within  the  state,  including  school  district  bonds,  is- 
sued for  the  erection  of  school  buildings,  under  the  restrictions  to  be 
provided  by  law." 

Section  5  provides  that  95  per  cent  of  all  the  interest  received  on 
the  school  funds  of  the  State  and  95  per  cent  of  all  rents  received  from 
the  leasing  of  school  lands  and  of  all  other  income  from  the  school 
funds  shall  annually  be  apportioned  to  the  school  districts  of  the  State, 
and  that  the  remaining  five  per  cent  of  all  such  income  "shall  annually 
be  added  to  the  public  school  funds  of  the  State  and  become  and  forever 
remain  an  inseparable  and  inviolable  part  thereof." 

This  section  as  here  summarized  is  given  as  amended  by  Chapter 
149  of  the  Laws  of  1919  and  approved  at  the  general  election  held 
November  2,  1920.  Under  its  provisions  not  one  single  dollar  of  the 
income  can  be  used  even  for  the  expenses  of  administration;  the  entire 
income  must  accrue  to  the  benefit  of  the  schools.  For  information  as 
to  what  additions  are  being  made  to  the  permanent  funds  under  this 
amendment,  see  the  heading,  "Special  Elements  of  Growth"  following 
Table  No.  VII. 

The  provisions  so  far  quoted  from  Sections  2,  3  and  5  all  apply  to 
the  public  school  fund,  that  is  the  funds  arising  from  Sections  16  and 
36  and  the  lands  selected  in  lieu  thereof.  Section  12  of  the  same  article 
deals  with  the  funds  of  the  state  university  and  the  other  state  institu- 
tions of  learning  and  reads  as  follows: 

"The  funds  of  the  state  university  and  of  all  other  state  institu- 
tions of  learning,  from  whatever  source  accruing,  shall  forever  i-emain 
inviolate  and  sacred  to  the  purpose  for  which  they  were  dedicated.  The 
various  funds  shall  be  respectively  invested  under  such  regulations  as 
may  be  prescribed  by  law,  and  shall  be  guaranteed  by  the  state  against 
loss  or  diversion.  The  interest  of  said  invested  funds,  together  with 
the  rents  from  leased  lands  or  properties  shall  be  devoted  to  the  main- 
tenance and  perpetuation  of  these  respective  institutions." 


MINIMUM    SALES    PRICE    AND    MANNER    OF 
SALE  AND   DISPOSITION. 

The  provision  contained  in  Section  11  of  the  Enabling  Act  placing 
the  minimum  price  of  ten  dollars  per  acre  upon  all  the  lands  granted 
for  educational  purposes  has  undoubtedly  been  worth  untold  millions  to 
the  school  funds  of  this  state.     The  administration  of  federal  land  grants 
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in  other  states  of  the  Union  furnishes,  it  seems  to  me,  a  melancholy 
proof  of  the  imperfection  of  the  public  conscience,  as  Benjamin  Frank- 
lin might  have  said  if  he  lived  today.  Lands  have  usually  sold  at  the 
minimum  price  fixed,  no  matter  how  low.  This  provision  fixing  the 
minimum  sale's  price  is  also  embodied  in  our  constitution.  Section  1 
of  Article  XVII   reads   in   part  as  follows: 

"All  lands  of  the  state  that  have  been,  or  that  may  hereafter  be 
granted  to  the  state  by  congress,  and  all  lands  acquired  by  gift  or 
grant  or  devise,  from  any  person  or  corporation,  shall  be  public  lands 
of  the  state,  and  shall  be  held  in  trust  for  the  people,  to  be  disposed 
of  as  hereafter  provided,  for  the  respective  purposes  for  which  they 
have  been  or  may  be  granted,  donated  or  devised;  and  none  of  such 
land,  nor  any  estate  or  interest  therein,  shall  ever  be  disposed  of  except 
in  pursuance  of  general  laws  providing  for  such  disposition,  nor  unless 
the  full  market  value  of  the  estate  or  interest  disposed  of,  to  be  as- 
certained in  such  manner  as  may  be  provided  by  law,  be  paid  or  safely 
secured  to  the  state;  nor  shall  any  lands  which  the  state  holds  by  grant 
from  the  United  States  (in  any  case  in  which  the  manner  of  disposal 
and  minimum  price  are  so  prescribed)  be  disposed  of,  excent  in  the 
manner  and  for  at  least  the  price  prescribed  in  the  grant  thereof,  with- 
out the  consent  of  the  United  States." 

This  section  is  noteworthy  not  only  on  account  of  carrying  out 
this  provision  of  the  Enabling  Act  as  to  the  minimum  sale's  price  but 
even  more  so  on  account  of  the  careful  and  explicit  provisions  that  it 
makes  relating  to  the  disposition  of  state  lands  and  t.of  "any  estate 
or  interest  therein."     It  is  worthy  of  the  most  careful  study. 

The  original  and  fundamental  idea  of  the  land  grants  that  they 
should  be  used  as  a  means  for  the  perpetual  maintenance  of  public 
schools  and  higher  institutions  of  learning  is  splendidly  carried  out  in 
our  state  constitution. 


AN    EXPERIMENT    IN    GOVERNMENT    OWNERSHIP    AND 

MANAGEMENT. 

The  federal  land  grants  for  the  support  of  schools  and  the  manage- 
ment of  these  lands  and  of  the  funds  arising  from  their  use  and  sale, 
considered  from  one  viewpoint,  do  in  reality  constitute  a  very  consider- 
able experiment  in  government  ownership  and  management  of  property. 
In  Table  No.  1  the  various  land  grants  are  enumerated;  they  show 
what  property  was  entrusted  to  the  government  of  the  State  of  Mon- 
tana; the  following  table  showing  the  present  assets  belonging  to  the 
various  permanent  funds,  arising  from  these  grants,  and  indicating 
what  lands  remain  unsold,  will  give  some  idea  of  how  well  or  how 
poorly  the  State  of  Montana  has  succeeded  in  the  administration  of 
this  trust. 
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OBSERVATIONS   CONCERNING   THESE   ASSETS 

It  will  not  be  noted  that  the  total  of  the  actual  investments,  un- 
paid balances  on  lands  sold,  and  cash  with  the  State  Treasurer  amount 
to  more  than  Twenty  Million  Dollars.  As  the  net  acreage  so  far  sold, 
belongring  to  the  permanent  funds,  after  deductings  lands  that  have  re- 
verted to  the  State  on  account  of  default  in  payments,  is  a  little  below 
1,050,000  acres,  it  follows  that  we  have  assets  in  our  possession  ex- 
ceeding nineteen  dollars  for  every  acre  sold  from  the  grants  for  the 
permanent  funds.  This  is  a  highly  creditable  showing.  Our  State  lands 
have  not  been  wasted  and  the  funds  have  not  been  squandered. 

There  is  one  class  of  these  assets  that  is  likely  to  show  some 
shrinkage,  namely  unpaid  balances  on  lands  sold.  During  the  boom 
period.  State  lands  were  sold  at  prices  which  have  subsequently  proved 
to  be  rather  too  high,  and  as  a  result  a  great  number  of  the  pur- 
chasers have  preferred  to  lose  the  money  invested  instead  of  going 
through  with  the  remaining  payments.  During  the  two  fiscal  years 
covered  by  this  report  a  total  of  1281  certificates  of  purchase,  or  land 
sale  contracts,  were  cancelled  on  account  of  hopeless  delinquency  in 
payments.  These  certificates  covered  234,618.81  acres.  It  is  practically 
certain  that  many  hundred  additional  certificates  must  be  cancelled 
during  the  present  fiscal  year.  As  the  lands  purchased  revei't  to  the 
State  and  all  payments  made  thereon  are  forfeited  to  the  State,  these 
cancellations  do  in  reality  not  result  in  heavy  losses  to  the  permanent 
funds. 

It  will  be  noted  that  approximately  four  and  one-half  million  dol- 
lars is  invested  in  farm  loans.  The  State  will  sustain  some  losses  on 
these  loans,  but  no  loss  will  result  to  the  permanent  funds  invested  as 
these  funds  are  guaranteed  by  the  constitution  of  the  state  "against 
loss  or  diversion."  The  State  must  reimburse  the  permanent  school 
funds  for  any   losses   eventually   sustained. 

In  the  foregoing  statement  of  assets  the  unsold  lands,  aggregating 
more  than  4,660,000  acres  are  included  at  the  minimum  sales  price  of 
$10.00  per  acre.  Undoubtedly  these  lands  with  their  timber,  coal,  and 
oil  will  bring  far  better  returns  and  the  permanent  funds  will  increase 
accordingly.  The  average  price  obtained  on  all  state  lands  sold  up  to 
June  30th,  1926,  is  $15.64  per  acre.  See  table  No.  XI.  For  a  complete 
statement  of  unsold  lands  see  next  table. 

It  should  be  plainly  understood  that  the  assets  shown,  aggregating 
more  than  nineteen  dollars  per  acre  for  the  lands  sold,  have  not  arisen 
exclusively  from  the  sale  of  the  lands  themselves.  Additions  have  been 
made  to  these  assets  from  other  sources,  such  as  the  sale  of  timber, 
coal  and  oil,  and  so  forth.  See  Table  No.  VII  and  the  heading  "Special 
Elements  of  Growth"  for  information  relating  to  these  additions. 
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SPECIAL  ELEMENTS  OF  GKOWTH. 

Particular  attention  is  called  to  the  number  and  amount  of  the 
receipts  added  to  the  permanent  funds  from  other  sources  than  land 
sales.  The  following-  is  a  recapitulation  of  such  additions  to  the  Public 
School   Permanent  Fund  during-  the  last  fiscal  year: 

Timber  Sales  $135,374.92 

Oil  and  Gas  Royalties  185,189.46 

Coal    Royalties    1,533.18 

Sand  and  Gravel  Royalties  721.46 

o'/r  of  the  net  proceeds  of  U.  S.  public 
land  sales  in   Montana,  under  Sec.  13 

of  the  Enabling-  Act  1,554.36 

Collections  by  State  Auditor  481.00 

Total $324,854.38  $324,854.38 

There  is  one  other  annual  addition  to  the  Public  School 
Permanent  Fund  under  Sec.  5  of  Article  XI  of  the  Consti- 
tution as  amended  in  1920,  5%  of  the  annual  income  from 
these  funds  is  annually  added  to  the  funds  themselves 
and  for  the  last  fiscal  year  this  addition  amounted  to 53,275.11 

Grand  Total  $378,129.49 

The  5%  addition  from  the  annual  income  will  natui'ally  increase 
with  the  income  itself;  and  the  oil  royalties  are  rapidly  increasing  at 
the  present  time.  A  substantial  and  constant  increase  in  our  permanent 
funds,  even  from  other  sources  than  land  sales,  appears  to  be  fully  as- 
sured. 
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TABLE   NO.   VIII. 

LEASES  IN  EFFECT  JUNE  30,  1926,  SHOWING  THE  NUMBER  OF 

ACRES    UNDER    LEASE   IN   EACH   GRANT   AND   THE 

ANNUAL  RENTAL 


NAME  OF  GRANT  Under  Lease  Annual   Rental 

Public    School $2,039,714.16  $    328,487.18 

State     LIniversity 7,633.71  1,007.17 

Agricultural    College 45,764.88  4,251.35 

(Morrill  Grant  90,000  acres) 

Agricultural    College 2,146.49  346.60 

(Second  Grant  50,000  acres) 

School    of    Mines 31,708.69  4,624.70 

State    Normal    School 33,440.55  3,995.32 

Deaf   and    Dumb    Asylum 20,583.32  2,296.20 

State    Reform    School 19,950.12  2,437.90 

Capitol    Building 40,748.43  4,473.13 

Soldiers'     Home 1,115.61  173.20 

$2,242,805.96  $    352,092.75 

Average  Rental   per  Acre:     15.7  Cents.  


The  total  rentals  collected  during  the  fiscal  year  wa.s  practically  $375,000.00. 
as  shown  in  Table  No.  V,  which  is  nearly  $23,000.00  above  one  year's  rental  on 
all  leases  in  effect  at  the  close  of  the  year.  This  difference  is  accounted  for 
by  the  collection  of  delinquent  rentals  for  previous  years,  and  additional  rental 
charged  for  permission  to  cultivate  lands  originally  leased  only  for  grazing 
purposes. 

Under  Chapter  134  of  the  1925  Session  Laws,  approved  March  10,  1926,  the 
requirement  of  bonds  to  secure  the  payment  of  rentals  is  abolished  and  pro- 
vision is  made  for  the  automatic  cancellation  of  every  lease  through  the  failun- 
to  pay  the  annual  rental  each  year  in  advance.  This  statute  is  being  strictly 
followed,  and  as  a  result  no  great  amount  of  delinquent  rentals  will  accumulate 
on  leases  hereafter  issued. 

Grazing  rentals  are  figured  at  GVi'.',  of  the  grazing  land  valuation  and 
usually  amount  to  from  sixty  to  one  hundred  dollars  per  .section;  agricultural 
rentals  are  figured  at  5';,  cf  the  sales  valuation  of  the  land  with  a  minimum 
of  50  cents  per  acre,  the  usual  rental  being  between  50  cents  and  one  dollar 
per  acre.  Only  a  small  percentage  of  the  lands  are  leased  for  agricultural 
purposes.  15.7  cents  per  acre  represents  the  average  rental  per  acre  for  both 
purposes. 

As  the  State  has  a  little  over  4,667,000  acres  of  unsold  lands,  it  will  be  seen 
that  less  than  one-half  is  under  lease.  This  is  accounted  for  in  part  by  the  fact 
that  a  considerable  portion  of  the  state  lands  is  covered  by  forests  and  also 
by  the  fact  that  certain  sections  of  the  state  are  so  sparsely  settled  that  ther>' 
is  very  little  demand  for  the  renting  of  State  lands.  It  is  thought,  however, 
that  a  better  system  of  leasing  than  the  one  which  ha.s  been  in  effect  from 
the  organization  of  the  Land  Department  to  the  present  time  would  be  helpful 
in  placing  more  lands  under  lease.  Anyone  now  desiring  to  lease  State  lands 
will  have  to  seek  information  as  to  what  lands  are  open  to  lease  and  all  in- 
formation relating  thereto  from  the  State  Land  Office.  A  system  of  leasing 
should  be  devised  under  which  all  this  information  is  brought  to  the  attention 
of  prospective  lessees.  See  the  title  "New  Legislation  Necessary,"  and  subtitle 
"Changes  in  Leasing  Laws,"  appearing  later  on  in  this  report  for  recommenda- 
tion of  this  plan. 
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TABLE  NO.  IX. 

SUMMARY  OF  ALL   LAND  SALES   DURING   FISCAL   YEAR  END- 
ING JUNE  30,  1925 

Date 

1924-25  Name  of  County 

July  Lewis  and  Clark 

Sept.  Flathead      

Jan.  Custer     

March  Chouteau     

April  Yellowstone     

June  Garfield      

June  Prairie     

Plus 

All  land  sold  during  this  period  belonged  to  Public  School  Fund,  with  the 
exception  of  40.80  acres  sold  in  Flathead  County  in  September,  1924,  which  be- 
longed to  the  State  Normal  School  Grant. 


SUMMARY  OF  ALL  LAND  SALES 
DURING    FISCAL    YEAR    ENDING    JUNE    30,    1926 

Total  A\erage 

Date                                                                                            Acreage          Sales  Price 

1925-26                        Name   of  County                                  Sold              Price  Per  Acre 

Oct.                    Valley     6,843.01         $  90,566.32  $13.23    Plus 

Oct.                    Daniels 43,984.55           621,159.35  14.12    Plus 

Dec.                   Missoula     60.00                  600.00  10.00 

March               Fergus    1.658.84            29,379.12  17.71    Plus 

March               Judith  Basin    600.58               9,255.50  15.41 


Total 

Average 

•    Acreage 

Sales 

Price 

Sold 

Price 

Per  Acre 

931.80 

$  9,598.00 

$10.30 

40.80 

938.40 

23.00 

80.00 

800.00 

10.00 

230.00 

2,306.00 

10.00 

60.00 

3,000.00 

50.00 

83.82 

2,290.14 

27.00 

640.00 

30,960.00 
$49,892.54 

48.38 

2,066.42 

$24.13    P 

53,146.98         $750,960.29         $14.13 
Dec.  Missoula   28  city  lots  3,500.00    125.00  per  lot 

All  land  and  lots  sold  during  this  period  belonged  to  the  Public  School  Fund 
with  the  exception  of  58.84  acres  sold  in  Fergus  County  in  March.  1926,  which 
belonged  to  the  Soldiers'  Home  Grant. 

It  will  be  noted  that  the  land  sales  during  the  last  fiscal  year  aggregated 
over  53,000  acres,  that  is  more  than  two  and  one-quarter  townships.  WE 
HAVE  LANDS  ENOUGH  LEFT,  ALL  INCLUDED,  TO  SELL  THAT  MANY 
ACRES  EACH   YEAR  THROUGH   NINETY  YEARS   TO   COME. 

Under  the  act  approved  March  20th,  1925,  the  purchaser  is  only  required  to 
pay  10 9f  of  the  purchase  price  at  the  time  of  sale.  The  balance  of  the  pur- 
chase price  together  with  interest  at  the  rate  of  5'r  per  annum  is  payable  on 
the  amortization  plan  through  a  period  of  33  years.  The  annual  payment  of 
interest  and  on  the  purchase  price  remains  the  same  throughout  the  entire  33- 
year  period  and  amounts  to  6^4  T'r  of  the  balance  of  the  purchase  price  remain- 
ing after  the  payment  made  at  the  time  of  sale. 
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NOTES  ON  TABLE  NO.  X. 

Some  substantial  sales  of  town  lots  were  held  during  the  early 
years  of  the  land  office  which  are  not  included  in  the  above  given 
figures;  during  the  later  years  the  town  lot  sales  have  been  included 
in   the  figures   given. 

During  the  last  two  fiscal  years  1281  certificates  of  purchase  were 
cancelled  on  account  of  hopeless  delinquency  in  payments.  These  cer- 
tificates covered  234,618.81  acres.  A  considerable  number  of  certifi- 
cates was  cancelled  during  previous  years.  This  will  reduce  the  net 
acreage  sold  to  approximately  1,100,000  acres,  or  less  than  one-fifth 
of  the  total  grants. 

It  should  be  plainly  understood  that  the  lands  were  not  all  paid 
in  cash  at  the  time  of  sale.  Up  to  March  19,  1909,  the  cash  payment 
required  at  the  time  of  sale  was  30%  of  the  purchase  price;  from  that 
time  to  March  20,  1925,  it  was  15%;  and  since  then  it  has  been)  only 
10%  of  the  total  purchase  price.  The  interest  on  unpaid  balances  has 
always  been  5%. 
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TABLE  XII 


INVESTMENTS    MADE    FROM    THE    PERMANENT    FUNDS    DURING 
FISCAL  YEAR  ENDING  JUNE  30,  1926 


Names  of  Funds 


IN  WHAT  INVESTED 


o  o 


M  C 
^  C 

00 


i2 

c 

03 


C 

o 


t<    01 


-3 

O   C   S 
W-5  3 
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Public     School     1$  73,955. 00|$185.565.94[$50,000.00 

State   University     |  41,000.00 

AKri.     College     (Morrill  I 

Grant   90,000   Acres)..   | 
Agri.     College      (Second 

Grant   50,000   Acres)..   |     10,500.00j      

School   of  Mines   i        1,050.00       

State  Normal  School  38,690.30      38,000.00 

Deaf  and  Dumb  Asylum  900.00       

State   Reform    School    ...  |       3,500.00       


$1,033,988.94 


$521,952.36 


$1,865,462.21 
41,000.00 


10,500.00 
1,050.00 

76,690.30 

900.00 

3,500.00 


l$169,595.30l$223,565.94i$50,000.00 

I  I  I 


$1,033,988.94  $521,952.36 


$1,999,102.54 


A  continuous  effort  has  been  made  during  the  year  to  acquaint  the  people  throughout 
the  state  with  the  advantaKes  of  the  Amortization  Bond,  which  is  practically  the  only 
form  of  bond  in  which  the  State  is  now  investing  its  permanent  funds.  Officers  in 
charge  of  the  issuing  of  county,  city  and  school  district  bonds  are  required  under  the 
statutes  to  furnish  the  State  Board  of  Land  Commissioners  with  a  copy  of  the  advertise- 
ment of  the  sale  of  the  bonds,  and  in  all  cases  where  the  State  has  been  notified  of  such 
pending  bond  issues,  bids  have  been  submitted,  except  in  a  very  few  cases  where  the 
bonds  have  not  been  regarded  as  desirable  for  the  investment  of  State  funds.  With  very 
few  exceptions  the  State  has  been  the  successful  bidder.  Thei'e  has,  however,  not  been 
sufficient  bonds  offered  within  the  State  to  keep  all  the  permanent  State  funds  invested 
and  for  that  reason  investments  have  been  made  in  U.  S.  bonds.  The  State  is  rendering 
a  highly  valuable  service  to  school  districts,  cities  and  counties  issuing  bonds  by  taking 
all  the  smaller  issues  in  which  outside  bond  buyers  are  not  interested,  by  giving  much 
legal  advice  relating  to  bond  issues  through  the  Attorney  General,  by  accepting  a  reason- 
able rate  of  interest  and  through  the  special  repayment  advantages  embodied  in  the 
amortization  bond.  For  information  relating  to  the  amortization  bond,  see  the  heading 
"Amortization"   appearing   later  on   in   this   report. 


FROM  JULY    1,   1921,   TO  JUNE  30,    1926 


31 


TABLE  NO.  XIII 
CONDITION  OF  FARM  LOANS  JUNE  30,  1926 

EXPLANATION : 

Class   I   includes   all   mortgages   which   have  not   been   changed   to  Amortization   Mort- 
gages or  Contracts  not  deeded  to  the  State  or  foreclosed  upon. 

Class  II  includes  all  mortgages  converted  to  Amortization  Mortgages. 

Class   III   includes  all  mortgages  where  the  land  hits  been  deeded  to  the  State  or  ac- 
quired through  foreclosure  and  then  resold  on  the  33-year  Amortization  Plan. 

Class    IV    includes    a'l    loans    under    which    the    State    has    acquired    title    to    the    land 
through  deed  or  foreclosure  and  which  have  not  been  resold. 


O 

0.T3 

'is 

acts, 
ff  Fees, 
3ther 

nses 
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s, 

ding  Del. 

est 

o  o 

c  a 

-Ox  c  X 

1 

•52  S; 

I 

976  310,254.50 

$1,767,454.00 

$226,381.81 

$3,317.60 

$1,997,153.41 

$235,226.30 

$2,232,379.71 

2 

130  45,833.10 

265,200.00 

288.29 

10.65 

265,498.94 

16,570.00 

282,068.94 

3 

392  140,832.00 

862,558.77 

75,750.51 

1,274.40 

939,583.68 

103,179.43 

1,042,763.11 

4 

646  209,315.00 

1,173,502.35 

171,485.89 

1,815.50 

1,346,803.74 

524,163.20 

1,870,966.94 

2144  706,234.60 

$4,068,715.12 

$473,906.50 

$6,418.15  $4,549,039.77  $879,138.93 

$5,428,178.70 

The  sum  of  $862,558.77  shown  as  unpaid  principal  on  Class  No.  Ill  Loans,  repre- 
sents the  actual  balance  of  the  original  investments  from  the  Permanent  School  Fund  in 
that  class.  To  arrive  at  the  full  face  amount  of  this  class,  add  taxes,  sheriff  and  abstract 
fees  and  delinquent  interest,  as  shown  in  the  table,  which  have  been  included  in  the  new 
contracts. 


Taxes  Paid  by  State 

Up  to  June  30,   1922  $  45,297.66 

Year  ending  June  30,  1923  75,630.72 

Year  Ending  June  30,  1924  169,566.59 

Year  ending  June  30,  1925  137,633.90 

Year  ending  June  30,   1926  45,777.63 

$473,906.50 


Total  Investment  in  Farm  Loans 

June  30,  1924  $4,551,655.03 

June  30,   1925  4,595,261.19 

June  30,   1926  4,549,039.77 
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OBSERVATIONS  ON  THE  CONDITION  OF  THE 
STATE  FARM  LOANS. 

It  will  be  noted  that  there  was  an  increase  in  the  actual  amount 
invested  from  the  permanent  funds  in  farm  loans  from  June  30th,  1924, 
to  June  30th,  1925,  in  the  approximate  amount  of  $43,600.00;  and  that 
there  was  a  decrease  during  the  last  fiscal  year  of  a  little  more  than 
$46,000.00.  The  increase  during  the  first  mentioned  fiscal  year  is 
accounted  for  by  new  loans  amounting  to  $15,000.00  and  the  remainder 
through  payment  of  taxes,  sheriff  fees  and  so  forth,  exceeding  the 
payments  collected  on  principal  during  that  year. 

The  actual  investment  on  June  30,  1926,  amounted  to  $4,549,039.77 
which  was  secui-ed  by  mortgages,  contracts  or  title  to  706,234.6  acres 
of  land,  making  an  average  of  less  than  $6.50  per  acre.  Including  the 
delinquent  intei-est  on  June  30,  1926,  makes  a  total  investment  of 
$5,428,178.70,  or  an  average  of  a  little  less  than  $7.70  per  acre. 

The  large  amounts  paid  by  the  State  as  taxes,  sheriff  fees  and  so 
forth,  and  the  large  amounts  of  delinquent  taxes  appear  very  dis- 
couraging; but  in  spite  of  these  circumstances,  the  situation  with  re- 
gard to  the  State  farm  loans  has  improved  considerably.  As  shown  by 
Table  V  of  this  report,  there  was  actually  received  as  interest  on 
mortgages  for  the  year  ending  June  30,  1926,  the  sum  of  $220,040.87, 
by  far  the  largest  sum  of  interest  received  by  the  State  on  its  farm 
loans  in  any  one  year.  It  will  be  noted  that  B^c  on  the  entire  invest- 
ment would  amount  to  approximately  $270,000.00  per  annum. 

Another  highly  encouraging  feature  is  the  decrease  in  the  amount 
of  taxes  that  the  State  has  been  compelled  to  pay  to  protect  its  se- 
curities. The  farm  loan  table  on  the  preceding  page  shows  that  dur- 
ing the  fiscal  year  ending  June  30,  1924,  the  taxes  paid  by  the  State 
exceeded  $169,000.00;  for  the  last  fiscal  year  this  payment  was  less 
than  $46,000.00.  During  the  coming  fiscal  year  this  amount  should  be 
very  materially  reduced  as  the  State  secures  title  to  the  lands  covered 
by  its  delinquent  loans  and  thus  makes  the  lands  exempt  from  taxation. 

The  improvement  in  the  collection  of  interest  is  undoubtedly  due 
in  a  large  measure  to  the  improved  financial  condition  in  the  state; 
but  the  oil  prospecting  and  development  in  the  north  central  part  of 
the  state  where  a  great  portion  of  the  State  farm  loans  was  made 
has  also  been  a  contributing  factor.  Where  the  mortgaged  lands  are 
in  the  field  of  the  oil  activities,  the  mortgagors  will  frequently  secure 
help  from  the  oil  operators  in  making  payments  on  their  loans.  If  the 
State  has  secured  title  to  the  land  and  itself  leases  the  land  for  oil 
development,  the  rentals  are  applied  on  the  loans. 

Mr.  L.  E.  Choquette,  the  present  State  Land  Agent,  has  made  a 
special  effort  to  find  lessees  for  the  lands  that  the  State  has  taken 
over  under  its  mortgages  and  the  rentals  received,  usually  in  the  form 
of  a  share  of  the  crops,  have  been  applied  on  the  loans.  This  also  has 
helped  very  materially. 
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GENERAL  l»LAN   OP^  HANDLING  DELINQUENT  LOANS. 

Under  the  provisions  of  the  1925  Session  Laws,  the  delinquent  farm 
loans  are  placed  under  the  office  of  the  Attorney  General.  Mr.  John 
C.  Lyndes,  special  Assistant  Attorney  General,  has  had  charge  of  this 
work  and  ha?  g-iven  it  constant,  energetic  and  conscientious  attention. 
The  figures  in  Table  No.  XIII  have  been  compiled  by  him.  The  plan 
followed  with  all  badly  delinquent  loans  has  been  to  secure  title  to 
the  property  by  quit  claim  deed  whenever  possible  and  practicable,  and 
if  not,  then  through  foreclosure  proceedingrs.  Encouragement  is  always 
given  to  the  mortgagor  to  repurchase  the  property  within  the  redemp- 
tion period  under  the  easy  payment  plan  provided  by  our  statutes.  The 
purchaser  is  required  to  pay  in  cash  at  least  lOvr  of  the  total  invest- 
ment including  accrued  interest  and  all  costs,  and  the  balance  is  pay- 
able on  the  Amortization  Plan  through  a  period  of  33  years.  If  the 
property  is  not  purchased  within  the  redemption  period,  then  it  is  ad- 
vertised for  sale  whenever  there  is  any  prospect  of  securing  a  pur- 
chaser that  way. 

Up  to  June  30,  1926,  392  repurchase  contracts  of  this  kind  were  is- 
sued and  are  continuously  being  issued;  title  had  been  obtained  in  646 
additional  cases,  and  the  work  of  securing  title  is  in  constant  progress. 
The  plan,  then,  is  to  secure  title  to  the  lands  under  the  delinquent  loans 
as  rapidly  as  possible  preferably  through  quit  claim  deeds  but  when 
that  is  not  practicable  then  through  foreclosure  proceedings;  next  to 
re-sell  the  lands  to  the  original  mortgagor  or  others  and  if  that  can 
be  done,  then  to  secure  a  renter  for  the  property  so  as  to  protect  the 
buildings  and  improvements  and  receive  some  revenue  for  the  State 
to  be  applied  on  the  investment.  We  know  of  no  better  plan  of  hand- 
ling the  business. 

THE  STATE  LAND  AGENT  AND  HIS  ACTIVITIES 

The  State  seems  to  have  been  highly  fortunate  in  the  appointment 
of  its  State  Land  Agents.  The  first  person  appointed  to  this  important 
office  was  the  well-known  pioneer  Granville  Stuart,  and  the  last  one 
to  serve,  whose  term  has  expired,  was  George  W.  Cook  of  LewistowTi, 
another  pioneer  and  a  gentleman  of  the  finest  type.  The  present  Land 
Agent,  Mr.  L.  E.  Choquette,  came  to  the  office  with  wide  experience  in 
all  land  matters  and  full  of  ambition  to  make  the  office  in  the  highest 
possible  degree  useful  to  the  people  of  the  state.  During  the  summer 
of  1926  he  labored  systematically  and  continuously  in  ascertaining  what 
lands  have  been  lost  to  the  state  through  the  creation  of  national  forest 
reserves,  on  Indian  reservations,  by  settlement,  and  otherwise,  and  put 
two  of  his  men  to  work  in  selecting  the  best  obtainable  lieu  lands  for 
those  so  lost  in  Beaverhead  and  Madison  counties.  This  work  will 
without  doubt  be  of  lasting  benefit  to  the  state.  The  actual  filings  on 
the  lieu  selections  made  will  not  take  place  before  during  the  1926  to 
1927  fiscal  year  and  are  therefore  not  covered  by  this  report. 

Mr.  Choquette  has  also  taken  great  interest  in  finding  renters  for 
the  lands  taken  over  by  the  State  under  its  mortgages,  and  his  \\'ide 
acquaintance  especially  in  the  north-central  part  of  the  state  has  made 
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his  woi'k  alon.s:  this  line  very  successful.  It  is  his  idea  that  the  State 
Land  A^ent  should  represent  the  State  Land  Office  in  all  field  work 
whatsoever  connected  with  the  department  whether  such  work  is  en- 
joined upon  him  by  the  statutes  or  not. 

THE  DEPUTY  REGISTER. 

The  present  Deputy  Register  is  Mrs.  Nanita  B.  Sherlock  of  Lincoln. 
Mrs.  Sherlock  has  previously  served  as  County  Superintendent  of  Schools 
and  has  had  ample  experience  well  fitting  her  for  her  present  duties. 
She  has  taken  personal  charge  of  all  leasings  for  agricultural  and 
grazing  purposes,  and  as  shown  by  Table  No.  V  the  total  income 
from  this  source  for  the  last  fiscal  year  aggregated  $374,995.61.  She 
is  directing  the  entire  business  under  her  charge  with  unfailing  courtesy, 
perfect  conscientiousness  and  the  highest  degree  of  intelligence  and  ef- 
ficiency. 

VOLUME  OF  BUSINESS  TRANSACTED. 

In  his  report  for  the  fiscal  year  ending  June  30,  1924,  Mr.  H.  V. 
Bailey,  then  Register,  calls  attention  to  the  great  amount  of  work  that 
has  resulted  to  the  office  from  changing  certificates  of  purchase  as 
originally  issued  to  amortization  certificates  and  from  other  causes.  The 
same  condition  still  exists;  the  last  fiscal  year  has  been  a  very  busy 
one.  The  following  figures  giving  a  partial  list  of  the  instruments  is- 
sued during  that  year,  estimating  the  number  of  letters  written,  and 
so  forth,  will  give  some  indication  of  the  stream  of  business  constantly 
passing  through  the  office. 

Leases  issued  2,368 

New  Certificates  of  Purchase  301 

Certificates  of  Purchase  cancelled  1,159 

Certificates   of  Purchase  converted  to  the   Amortization 

Plan    350 

Mortgages  converted  to  the  Amortization  Plan  350 

Right  of  Way  Deeds  issued  154 

Patents  - 54 

Number  of  receipts  issued  for  money  10,479 

Number      of      bond      issues      purchased       (aggregating 

$965,113.60)     40 

Land  Sales  conducted  in  5  counties 

(Aggregating  more  than  %  of  a  million  dollars) 

Number  of  letters  mailed,  over  35,000 

Many  of  these  transactions  involve  a  great  deal  of  work.  In  some 
cases  leases  can  be  issued  with  little  trouble;  but  in  numerous  cases  a 
great  deal  of  correspondence  back  and  forth  is  required  in  order  to 
inform  the  prospective  lessee  of  what  lands  the  State  has  for  lease, 
the  terms  and  conditions  of  these  leases,  annual  rentals,  and  so  forth. 
A  great  deal  of  correspondence  is  frequently  required  in  connection 
with  converting  certificates  of  purchase  to  amortization  certificates, 
and  even  more  work  is  required  in  connection  with  converting  mort- 
gages into  amortization  contracts.     The  purchase  of  bond  issues  usually 
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requires  a  great  deal  of  work.     This  office  is  figuring  all  the  amortiza- 
tion tables  for  the  bonds   it  purchases. 

The  entire  force  has  worked  and  is  working  faithfully  and  ef- 
ficiently at  the  never-ending  grind  of  business  constantly  passing 
through  the  office.  The  names  of  all  the  members  of  the  office  force 
are  found  on  Page  1  of  this  report. 

a 

TABLE  NO.  XIV 
COST  OF  ADMINISTRATION 

July  1,  1924  July  1,  1925 
June  30,  1925                  June  30,  1926 
1.   Office  of  Register. 

Salaries     ,?27,332.99  $20,811.29 

Official    Bonds   340.00  137.50 

Record   Books   and   Blanks   49.20 

Stationery  and  Office   Supplies   3,089.79*  807.86 

Equipment  590.62  44.16 

Telephone    and   Telegraph    271.62  154.72 

Postage     1,817.60  840.99 

Binding   Land   Office   Plats   290.75 

U.  S.  Fees  for  Lieu  Land  Selections  64.00  137.00 

Advertising   Land   Selection  Lists   60.90  56.00 

Traveling    Expenses    4,396.17 

Cost  of  Land  Sales  : 

Publishing   Notice  of  Sale   428.14 

Hall   Rent  for  Daniels   County  Sale  60.00 

Traveling    Expenses    157.34 

Total  Cost  of  Sales  132.40 


TOTAL   OF   EXPENSES   $38,096.09     $38,096.09     §23,974.95     $23,974.95 

2.  Administration  of  Delinquent  Farm  Loans 
By  Attorney  General's  Office. 

Salary  of  Asst.  Attorney  General  S  3,000.00 

Salary   of   Special   Field   Men    679.95 

Salary  of  Office  Employees  2,175.00 

Office  Expenses  10.66 

Traveling    Expenses    449.81 

TOTAL   OF   EXPENSES   S  6,315.42         6,315.42 

3.  Office  of  State  Land  Agent. 

Salaries  Land  Agent  $  3,249.96  3,249.97 

Salaries   of   Deputies    5,460.00  4,107.20 

Office  Supplies   and  Expenses   122.78  103.55 

Traveling  Expenses  of  Deputies  and  Land 

Agent                                   7,355.49  5,349.05 

Official   Bonds   250.00  250.00 

General    Expenses    105.23 

TOTAL   OF   EXPENSES   $16,190.73     $16,190.73     $12,917.50       12,917.50 

GRAND    TOTALS    (1925)         $54,286.82         (1926)         $43,207.87 

♦Records  and  Supplies. 
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TABLE  NO.  XV 
RECEIPTS  FROM  STATE  LANDS  AND  THE  PERMANENT  FUNDS 

BY  YEARS 

Prior  to  1896 $  172,190.71 

During  1896  38,185.23 

1897  101,755.98 

1898  126,833.71 

1899 200,195.20 

1900  200,275.25 

1901  293,335.75 

1902  363,584.63 

1903  388,279.13 

1904  389,812.60 

1905  357,790.52 

1906  651,352.62 

1907  829,480.06 

1908  805,105.35 

1909  434,420.96 

1910  826,836.01 

1911  695,771.74 

1912  1,306,892.75 

1913  1,223  857.96 

1914  1,122,205.27 

1915  1,219,602.97 

1916  1,657,639.21 

1917  1,812.812.29 

1918  1,828,712.43 

1919  2,263,728.95 

1920  1,770,070.57 

1921  (Dec.  1,  1920,  to  June  30,  1921) 699,653.74 

1922  1,290,891.25 

1923  1,408,325.48 

1924  1,183,456.66 


Total  $25,663,054.98 

Receipts  for 
Income        Permanent  Funds 

July  1    1924-June  30,  1925 $1,101,763.73     $360,994.55     $  1,462,758.28 

July  1,  1925-.June  30,  1926 1,276,841.10       645,211.40         1,922,052.50 


TOTAL  $29,047,865.76 

This  table  shows  the  receipts  both  for  the  income  funds  and  for  the 
permanent  funds  belonging  to  the  public  schools  and  the  state  institu- 
tions of  learning  for  which  federal  land  grants  were  made  and  also  the 
receipts  for  the  Capitol  Building  Fund.  For  the  last  two  fiscal  years 
the  income  has  been  separated  from  the  receipts  belonging  to  the  perma- 
nent funds  but  the  receipts  for  the  permanent  funds  for  these  two  fiscal 
years  do  not  include  repayments  on  bonds,  warrants  and  other  invest- 
ments; only  the  original  receipts  for  these  permanent  funds  are  here 
shown.  For  an  itemized  statement  of  all  receipts  both  for  the  income 
funds  and  the  permanent  funds  for  these  years  see  Tables  Numbers  IV, 
V,  VI  and  VII. 
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TABLE  NO.  XVI 
ANNUAL  APPORTIONMENT  OF  THE  INCOME 

FROM  THE  PUBLIC  SCHOOL  PERMANENT  FUNDS,  ETC.,  TO  THE 
SCHOOL  DISTRICTS  OF  THE  STATE 
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1925  $  850,360.89l$10,917.67   1 

1926  1,038,624.11  26,878.08  $187,093,641 


51,027. 

17,731. 

28,630. 

41,561. 

80,428. 
105.842, 
138,905. 
168.019, 
169,786. 
183,366, 
205.360. 
217,494, 
227,071, 
250.380. 
305,793. 
266,415, 
345.404, 
419.096. 
513.144. 
632,085, 
713.291. 
810.991. 
877,536. 
890,873 
969,756. 
954,418 
785,082 
936,794 
892,363 


$  39,252 

42,218 

46,179 

49,478 

53,619 

57,212 

61,736 

64,623 

66,583 

69,195 

70,814 

72,498 

73,249 

77,040 

81.545 

88,805 

98,687 

104,774 

114,032 

126.417 

135,865 

147,453 

159,552 

161,977 

161,625 

156,426 

160,211 

160.410 

157,745 


$1.30 
.42 
.62 
.84 
1.50 
1.85 
2.25 
2.60 
2.55 
2.65 
2.90 
3.00 
3.10 
3.25 
3.75 
3.00 
3.50 
4.00 
4.50 
5.00 
5.25 
5.50 
5.50 
5.50 
6.00 
6.10 
4.90 
5.84 
5.67 


861.278.56]$43,063.93;'   818.214.63  157,872;  5.18  pins 
1,252,595.83;  62.629.79  1,189,966.041  156,383|  7.61 


AS  SHOWN  BY  THESE  FIGURES,  THE  APPORTIONMENT  FOR 
1926  IS  BY  F.A.R  THE  LARGEST  IN  THE  HISTORY  OF  THE  LAND 
OFFICE. 

This  table  shows  the  amount  of  money  actually  apportioned  by  the 
State  to  the  school  districts  of  the  various  counties.  The  apportionments 
made  up  and  including  the  year  1923  undoubtedly  represented  almost  ex- 
clusively the  income  from  the  public  school  permanent  funds  and  grant. 

Chapter  67  of  the  Session  Laws  of  1923  provides  for  the  levy  and 
collection  of  an  oil  license  tax  of  2%  of  the  gross  value  of  the  crude  oil 
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produced  within  this  state,  and  also  provides  that  the  State  Treasurer 
shall  annually  transfer  to  the  school  income  fund  25%  of  such  tax. 

At  the  1924  General  Election  the  people  of  the  state  adopted  an 
initiative  measui'e  providing  for  a  license  tax  on  metaliferous  mines,  and 
509r  of  this  tax  is  to  be  credited  to  the  public  school  income  fund.  The 
figures  given  show  how  much  has  been  derived  from  each  one  of  these 
sources. 

The  apportionment  of  the  income  from  the  public  school  pennanent 
fund  is  governed  by  Section  5  of  Article  XI  of  the  state  constitution  and 
various  acts  that  have  been  passed  under  this  constitutional  provision. 
Since  the  amendment  of  this  section  of  the  constitution  in  1920,  5%  of  all 
the  income  from  the  public  school  funds  shall  annually  be  added  to  the 
permanent  fund. 

The  apportionment  is  usually  made  in  the  beginning  of  March  of 
each  year,  and  includes  the  collections  for  the  last  previous  calendar  year. 
It  is  calculated  on  the  basis  of  the  number  "of  children  and  youths  be- 
tween the  ages  of  six  and  twenty-one  residing  in  each  school  district." 
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TABLE  NO.  XVII 
THE  1926  APPORTIONMENT  P.Y  COUNTIES 

This  table  shows  how  much  of  the  total  apportionment  amounting:  to 
$1,189,966.04  was  paid  to  each  county  in  the  state  and  the  number  "of 
children  of  school  age"  residing  therein. 

Beaverhead  1,817         $      13,826.11 

Big  Horn  2,860  21,762.61 

Blaine 2,852  17,897.09 

Broadwater 762  5,798.oG 

Carbon  5  187  39,469.46 

Carter    1,236  9,405.11 

Cascade    10,587  80.559.68 

Chouteau  2,503  19,046.09 

Custer    2,961  22,531.15 

Daniels 1,855  14  115.27 

Dawson    2,8-33  21,557.16 

Deer  Lodge 4,133  31,449.25 

Fallon 1,464  11,140.03 

Flathead 5,414  41.196.77 

Fergus  5  608  42,672.97 

Gallatin  4,713  35,862.65 

Garfield  1,325  10,082.34 

Glacier  1,927  14,663.14 

Golden  Valley 812  6,178.77 

Granite    821  6,247.25 

Hill  3,563  27  111.95 

Jefferson    1,186  9.024.65 

Judith  Basin 1,878  14,290.28 

Lewis  and  Clark 4,804  36,555.09 

Liberty    683  5,197.17 

Lincoln  2,577  19  609.18 

McCone  1,287  9,793.19 

Madison  1,739  13,232.59 

Meagher    582  4,428.63 

Mineral    549  4,177.52 

Missoula    5,689  43.'?8f<.32 

Musselshell  2,721  20,704.92 

Park  3,104  2d.6iy.28 

Phillips    2,591  19,715.71 

Pondera  1,995  15.180.57 

Powder  River  1,049  7,982.17 

Powell    1,447  11  010.67 

Prairie   1,355  10,310.62 

Ravalli  2.935  22,333.31 

Richland    3,304  25,141.14 

Rosebud  2,088  15,888.23 

Roosevelt 3,399  25,864.03 

Sanders  1,554  11  824.87 

Sheridan    3,236  24,623.71 

Silver  Bow  14,676  111,674.10 

Stillwater 2,067  15,728.44 

Sweetgrass  1,189  9  047.47 

Teton   1,728  13.148.89 

Toole      1,373  10,447.58 

Treasure   583  4,436.24 

Valley 3,215  24,463.92 

Wheatland    1,295  9  854.06 

Wibaux    1,096  8,339.81 

Yellowstone    8,807  67.015.12 

Petroleum   765  5,821.13 

Lake                            : 3,104  23,619.28 


TOTAL   156,383  .      $1  189,966.04 
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PROGRESS  IN  ADMINISTRATION. 

It  is  thought  that  some  progress  is  being  made  in  the  administra- 
tion of  the  office  as  follows: — 

Basis   for  Calculating   Rentals. 

On  May  9,  1925,  the  State  Board  of  Land  Commissioners  made  a 
very  important  change  in  the  basis  for  calculating  rentals  on  agricul- 
tural lands.  Up  to  that  time  the  agricultural  rental  had  been  a  fixed 
sum  per  acre  varying  at  different  times  from  50  cents  to  one  dollar 
per  acre  for  all  agricultural  lands  irrespective  of  the  value  of  the 
lands.  At  a  meeting  held  on  that  date  the  board  took  under  consid- 
eration an  exhaustive  opinion  submitted  by  the  Attorney  General  ex- 
plaining the  legal  basis  for  the  i-ental  of  State  lands.  According 
to  this  opinion  the  minimum  rental  for  agricultural  lands  used  for 
agricultural  purposes  is  b'/c  of  the  sales  value  of  such  lands  as  fixed 
by  the  State  Land  Agent  and  approved  by  the  board.  This  basis  for 
agricultural  rentals  w^as  therefore  accepted  by  the  board  with  a  mini- 
mum agricultural  rental  of  50  cents  per  acre.  As  a  result  of  this 
action  the  agricultural  rentals  will  now  vary  with  the  value  and  de- 
sirableness of  the  lands  themselves.  If  the  lands  are  far  away  from 
market  and  of  low  value,  the  annual  rental  will  be  50  cents  per  acre; 
if  the  lands  are  close  to  town  and  of  high  value,  the  rentals  will  in- 
crease accordingly.  This  seems  just  and  fair  both  to  the  State  and 
the  lessees. 

Lease  Expiration  Dates. 

Under  the  usage  which  has  prevailed  in  the  State  Land  Office  from 
its  establishment,  leases  have  expired  on  any  one  of  the  three  hundred 
and  sixty-five  days  of  the  year.  The  change  in  the  seasons  had  been 
entirely  ignored.  More  than  one-half  of  all  leases  issued  have  expired 
during  the  Spring,  Summer  or  Autumn  when  crops  are  being  planted, 
or  are  in  the  midst  of  their  growth,  or  are  being  harvested.  .A.s  a 
result  of  this  practice,  lessees  of  state  land  have  suffered  much  annoy- 
ing uncertainty,  great  inconvenience  and  very  considerable  losses.  These 
losses  to  the  lessees  have  also  resulted  in  losses  to  the  state. 

On  January  20,  1926,  the  State  Board  of  Land  Commissioners  de- 
cided to  change  this  policy  and  have  all  agricultural  and  grazing  leases 
issued  after  that  time  expire  on  February  28th.  Part  of  the  resolutions 
passed  read  as  follows: 

"BE  IT  RESOLVED  BY  THIS  BOARD  that  the  Register  of  State 
Lands  be  and  he  is  hereby  authorized  and  directed  to  fix  February  28th 
as  the  expiration  date  of  all  farming  and  grazing  leases  issued  by  his 
office  from  and  after  March  1,  1926,  no  lease  to  be  issued  for  a  longer 
term  than  five  years  from  the  date  on  which  the  lease  takes  effect." 

Provision  was  made  in  the  resolutions  of  the  board  for  the  rentals 
to  be  charged  for  the  fractional  year  between  the  date  of  issue  of  each 
lease  and  February  28th  next  following.  The  important  change  in  lease 
expiration  dates  hereby  effected  is  meeting  with  uniform  and  cordial 
approval  throughout  the  entire  state. 
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CANCELLATION  OF  DELINQUENT. 
CERTIFICATES  OF   PURCHASE. 

During-  the  two  fiscal  years  covered  by  this  report  a  total  of  1281 
certificates  of  purchase  of  State  lands  were  cancelled  on  account  of 
hopeless  delinquency  in  the  payments,  covering  2;}4,618.81  acres.  As 
long:  as  these  delinquent  certificates  of  purchase  remained  in  effect,  the 
State  received  no  revenue  whatever  from  the  land  under  them.  Great 
care  was  taken  not  to  cancel  any  certificate  where  the  holder  showed 
any  inclination  to  meet  the  payments  or  any  reasonable  part  of  the 
payments;  only  those  certificates  were  cancelled  where  there  appeared 
to  be  no  hope  of  receiving  further  payments  from  the  purchaser.  By 
this  cancellation  the  enormous  area  of  nearly  one-quarter  of  a  million 
acres  was  restored  to  the  complete  juridiction  of  the  State  and  the 
lands  made  available  for  leasing  or  sale.  A  great  number  of  leases 
have  been  issued  on  lands  so  restored  to  the  State  and  in  a  few  cases 
the  lands  have  already  been  re-sold.  This  work  of  "weeding  out"  hope- 
lessly delinquent  certificates  of  purchase  will  have  to  continue  during 
the  coming  fiscal  year. 

INVESTMENTS. 

As  explained  in  the  note  following  Table  No.  XII,  the  State  has 
assumed  a  more  aggressive  attitude  in  competing  for  good  bond  issues 
throughout  the  sate.  A  constant  effort  has  been  made  to  acquaint  the 
officers  of  school  districts,  cities  and  counties  of  the  advantages  of 
the  Amortization  Bond,  and  as  a  result  comparatively  few  of  these  bond 
issues  have  gone  to  outside  investors.  The  development  of  an  invest- 
ment system  is  of  fundamental  importance. 

NEW  LEGISLATION  NECESSARY. 

It  is  realized,  however,  that  the  business  of  the  department  has 
outgrown  the  plan  of  administration  contemplated  by  our  statutes. 
Numerous  changes  and  improvements  are  urgently  needed  in  adminis- 
tration that  can  not  be  put  into  effect  without  changes  in  our  statutes. 
The  Govei-nor  has  already  called  this  matter  to  the  attention  of  the 
State  Board  of  Land  Commissioners,  and  without  committing  himself 
to  details  has  recommended  to  the  board  a  general  revision  and  codi- 
fication of  the  statutes  governing  the  Land  Department.  Pursuant  to 
these  recommendations  and  subject  to  the  approval  of  the  Governor,  a 
great  deal  of  work  has  been  done,  and  is  now  being  done,  by  the  Reg- 
ister, the  Attorney  General,  and  several  attorneys  who  are  generously 
donating  their  valuable  time  and  knowledge  in  an  effort  to  formulate 
the  far-reaching  plans  now  required  for  the  proper  administration  of 
the  Land  Department.  It  is  hoped  that  these  plans  will  be  reduced 
to  presentable  form  for  the  consideration  of  the  coming  session  of 
the  state  legislature. 
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FORMER  LEGISLATION  RELATING  TO  THE 
STATE  LAND  DEPARTMENT. 

In  connection  with  the  revision  and  codification  of  the  State  land 
laws  now  proposed,  it  seems  highly  fitting  and  proper  to  call  attention 
to  the  splendid  work  that  already  has  been  done  by  patriotic  citizens 
of  this  state  in  formulating  the  laws  now  in  effect.  The  main  body 
of  our  present  land  laws  dates  back  to  the  session  of  the  State  Legis- 
lature in  1909.  In  June,  1908,  Governor  Norris  appointed  two  commis- 
sions, one  to  draft  proposed  laws  relating  to  the  State  forests,  and  one 
to  formulate  a  proposed  code  dealing  with  agricultural  and  grazing 
lands.  After  various  resignations  and  changes  in  the  personnel  of  these 
commissions,  the  result  was  one  commission  for  drafting  a  proposed 
code  covering  the  entire  administration  of  the  Land  Department.  This 
commission  consisted  of  the  Honorable  Lew.  L.  Callaway,  our  present 
Chief  Justice  of  the  Supreme  Court,  the  Honorable  David  Hilger,  our 
present  Librarian  of  the  State  Historical  Society,  and  the  Honorable 
Rudolph  Von  Tobel.  then  and  now  a  prominent  member  of  the  Bar  re- 
siding at  Lewistown. 

After  numerous  meetings  and  conferences  and  a  great  deal  of  hard 
work  on  the  part  of  every  member  of  the  commission,  the  draft  of 
this  comprehensive  code  of  laws  was  finished.  No  member  of  the  com- 
mission was  paid  a  single  dollar  for  these  valuable  services  rendered 
to  the  State,  not  even  for  expenses. 

In  his  message  to  the  legislature  convening  in  1909  Governor  Norris 
recommended  the  enactment  of  the  proposed  legislation  and  backed  it 
up  with  all  the  influence  at  his  command.  The  Honorable  John  Edger- 
ton,  then  a  member  of  the  legislature  from  Lewis  and  Clark  County 
and  now  Secretary  of  the  Montana  Taxpayers'  Association,  had  charge 
of  this  great  bill  in  the  House,  and  the  members  of  the  commission  did 
a  great  deal  of  additional  work  in  explaining  the  merits  of  the  bill  to 
the  committees  to  which  it  was  referred  and  to  individual  members  of 
the  House  and  Senate.  The  draft  prepared  by  the  commission  was  ac- 
cepted in  its  entirety  and  embodied  in  Chapter  147  of  the  Session  Laws 
of  1909.  This  chapter  contains  108  sections  and  covers  42  pages.  The 
main  purpose  of  Governor  Norris  in  appointing  the  commission  and  the 
leading  object  of  the  commission  and  of  the  champions  of  the  measure 
was  to  formulate  a  code  of  laws  that  would  conserve  the  natural  re- 
sources belonging  to  the  state,  such  as  timber  and  coal,  for  the  use  and 
benefit  of  all  the  people  of  the  state,  by  preventing  these  vast  re- 
sources from  passing  into  private  hands  without  full  compensation  be- 
ing paid  to  the  State;  and  to  devise  a  system  of  administration  under 
which  the  greatest  reasonable  revenue  could  be  obtained  from  the  state 
lands  for  the  support  of  our  schools  and  educational  institutions.  The 
hill  contained  excellent  regulations  governing  the  sale  of  timber  so  as 
to  prevent  its  being  sold  along  with  the  land  without  proper  compen- 
sation being  paid  for  the  timber  itself.  Probably  the  most  important 
single  provision  in  the  entire  bill  is  contained  in  the  following  words 
forming  part  of  Section  34  thereof,  now  Section  1852  of  the  1921  Code: 
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"All   leases   and   conveyances   of  State   lands   by   the   State 
Board    of   Land    Commissioners    shall    contain    a    reservation   to 
the  State  of  all  coal,  oil,  and  gas  contained  therein." 
In  view  of  the  subsequent  discovery  of  rich  oil  fields  in  this  state, 
and   considering;-   the    valuable    deposits    of   coal    underlying   many    State 
land   sections,   it  is  highly    probable  that  these  twenty-nine   words   will 
eventually  be  worth  one  hundred  thousand  dollars  a  piece  to  the  State 
of  Montana. 

The  members  of  the  commission  evidently  doubted  the  wisdom  and 
propriety  of  paying  the  expenses  of  the  Land  Department  out  of  the 
income  from  the  lands,  and  for  that  reason  they  made  provision  for 
fees  for  the  issuing  of  leases,  certificates  of  purchase,  patents  and  so 
forth.  As  these  fees  now  exceed  $12,000.00  per  annum  that  provision 
is  also  proving  highly  helpful. 

The  people  of  this  state  are  under  lasting  obligations  to  these 
patriotic  citizens  for  their  great  legislative  work.  The  ruling  spirit 
and  guiding  purpose  of  this  constructive  legislation,  and  much  of  the 
legislation  itself,  will  undoubtedly  endure  as  long  as  the  State  itself. 

THE   REVISION   NOW   PROPOSED. 
Changes  in  Leasing  Laws. 

The  revision  now  contemplated  is  in  the  closest  harmony  with  the 
work  of  these  men  and  is  simply  carrying  a  step  further  the  great 
work  that  they  so  well  began.  The  proposed  changes  in  leasing  furnish 
a  good  illustration  of  this  fact.  Section  63  of  Chapter  147,  Laws  of 
1909,  (Section  1883,  1921  Code)  provides  for  public  leasings  of  State 
land  at  the  close  of  every  public  sale.  But  experience — the  greatest  of 
all  sages — has  shown  that  it  is  impracticable  to  conduct  leasings  fol- 
lowing sales;  and  for  this  reason  it  is  now  being  proposed  to  have  one 
public  leasing  of  State  lands  in  each  county  everj-  year,  conducted  by 
the  county  clerk  and  the  county  treasurer  under  such  supervision  as 
the  State  Board  of  Land  Commissioners  may  provide.  At  such  leas- 
ings full  information  will  be  available  showing  all  the  lands  open  for 
lease  in  the  county  at  that  time  and  the  terms  and  conditions  of  leas- 
ing. Under  the  system  now  prevailing  in  the  Land  Office,  any  appli- 
cant for  a  lease  to  State  lands  must  write  to  the  Land  Office  and  find 
out  what  lands  are  open  to  leasing,  and  it  would  involve  a  great  deal 
of  work  for  the  office  to  furnish  a  full  list  of  all  lands  vacant  to 
every  person  making  inquiry.  The  policy  already  adopted  by  the  Land 
Board  of  having  all  agricultural  and  grazing  leases  expire  on  the  last 
day  of  February  will  gradually  result  in  making  all  State  lands  become 
open  for  lease  during  the  time  fixed  for  the  annual  leasings  in  the 
various  counties.  This  will  systematize  the  entire  leasing  business  and 
be  a  great  convenience  to  all  persons  desiring  to  lease  State  lands.  It 
should  also  result  in  placing  more  State  lands  under  lease  by  carrying 
the  information  to  the  people  themselves  instead  of  making  it  necessary 
for  them  to  make  inquiry  at  the  Land  Office.  This  proposed  system 
has  been  in  use  in  the  State  of  South  Dakota  for  a  long  series  of  years 
and  is  proving  highly  satisfactory. 
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OIL   AND  GAS   LEGISLATION. 

In  1909  no  oil  had  been  discovered  in  the  state  and  for  that  reason 
no  legislation  on  that  subject  was  enacted.  The  oil  and  gas  are  simply 
reserved,  and  they  are  merely  mentioned  in  Section  62  of  the  afore- 
said Chapter  147,  being  Section  1882  of  the  1921  Code.  So  we  have 
no  distinct  statutes  dealing  with  state  oil  and  gas  leasing.  In  August, 
1921,  Section  11  of  the  Enabling  Act  was  amended  by  Congress  giving 
the  State  of  Montana  the  right  to  lease  mineral  lands,  which  includes 
oil  lands,  "upon  such  terms  and  conditions  as  the  legislature  may  pre- 
scribe." The  present  rapid  development  in  exploration  for  oil  and  the 
production  of  oil  and  gas  in  this  state,  taken  together  with  this  amend- 
ment to  the  Enabling  Act  by  Congress,  make  it  highly  important  that 
some  legislation  be  enacted  relating  to  the  leasing  of  State  Lands  for 
oil  and  gas  exploration  and  production. 

PROPOSED  CHANGES  RELATING  TO  THE  SALE 
OF  STATE  LANDS. 

The  method  of  selling  State  lands  at  public  auction  provided  in 
our  present  statutes  will,  of  course,  be  retained  as  no  improvements  can 
be  made  in  that  system.  The  Amortization  Plan  for  the  payment  of 
State  lands  through  a  long  series  of  years  was  adopted  by  the  Legis- 
lature in  192.3  and  is  being  incorporated  in  the  new  measure.  The  main 
change  now  proposed  consists  in  carrying  a  little  further  the  reserva- 
tions provided  in  the  1909  legislation.  It  will  be  noted  that  only  the 
coal,  oil  and  gas  contained  in  the  land  are  reserved  from  the  sale. 
There  are  numerous  other  valuable  minerals  in  State  lands  not  covered 
by  this  reservation  which  should  undoubtedly  be  included.  Lands  ac- 
quired by  the  State  through  mortgages  constitute  a  class  by  themselves 
and  this  fact  also  necessitates  new  legislation  relating  to  sales. 

LEGISLATION  RELATING  TO  INVESTMENTS. 
The  Old  Farm   Loans, 

In  1909  the  bonds  offered  by  school  districts,  towns,  cities  and 
counties  were  more  than  ample  to  absorb  all  the  State  funds  available 
for  investment,  and  there  was  no  need  at  that  time  to  provide  for  the 
investment  in  farm  mortgages.  The  main  body  of  the  present  farm 
loan  laws  was  enacted  in  1917.  This  act  has  proved  very  unsatisfac- 
tory and  will  in  all  probability  result  in  some  considerable  losses  to  the 
State.  Amendatory  acts  have  been  passed  relating  to  the  handling  of 
these  delinquent  farm  loans,  but  some  of  these  amendatory  acts  are 
also  unsatisfactory  and  further  amendments  are  urgently  needed  in 
order  to  protect  the  interests  of  the  State. 

The  fann  loan  act  of  1917  had  at  least  two  fundamental  defects.  It 
fails  entirely  to  provide  for  any  local  agencies  assuming  a  part  of  the 
responsibility  both  in  the  making  of  the  loans  and  in  the  collection  of 
interest  and  principal.  It  also  fails  to  make  provision  for  the  gradual 
and  compulsory  extinction  of  the  principal  through  annual  payments. 
These  are  fatal  defects.  No  State  farm  loan  system  can  work  success- 
fully without  the  right  kind  of  local  agencies  and  without  the  Amorti- 
zation Plan.     Chapter  6  of  the  Session  Laws  of  1923  remedies  one  of 
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these  defects  both  with  regard  to  future  loans  and  former  loans  con- 
verted to  the  new  plan  by  making  such  loans  payable  on  the  amortiza- 
tion plan;  but  so  far  no  provision  has  been  made  for  local  agencies 
assuming  a  great  portion  of  the  responsibility  for  the  loans;  and  it 
would  be  very  difficult  to  make  such  provision  with  regard  to  the  old 
loans. 

As  far  as  I  am  aware  every  country  in  Europe  and  every  civilized 
country  throughout  the  world  which  is  making  farm  loans,  or  is  regu- 
lating the  making  of  farm  loans,  is  making  use  of  some  kind  of  a 
local  organization  representing  the  government  and  assuming  a  large 
part  of  the  responsibility  for  making  the  collections. 

LEGISLATION   RELATING   TO   FUTURE   FARM    LOANS. 

In  addition  to  the  urgent  need  of  legislation  relating  to  the  col- 
lection of  the  old  farm  loans,  we  need  a  new  farm  loan  act  providing 
for  the  making  and  administration  of  future  loans.  Our  large  insurance 
companies  and  trust  companies  are  investing  very  heavily  in  farm  loans 
in  every  state  in  the  Union;  and  the  Federal  Land  Banks  are  making 
farm  loans;  in  spite  of  the  blunders  and  disasters  of  the  past  they  are 
going  ahead  with  the  business  fully  resolved  to  profit  by  past  experi- 
ence and  not  again  commit  the  same  blunders. 

If  the  great  insurance  companies  can  successfully  make  farm  loans, 
if  the  federal  land  banks  can  successfully  conduct  this  kind  of  business, 
and  if  civilized  countries  the  world  over  are  making  farm  loans,  why 
can  not  the  State  of  Montana  through  the  State  Board  of  Land  Com- 
missioners successfully  conduct  the  same  kind  of  business?  It  is  rea- 
sonable to  hope  that  the  bitter  lessons  of  the  past  with  regard  to  our 
farm  loan  business  will  be  remembered  for  some  time  to  come,  so  that 
in  making  future  loans  we  shall  be  guided  by  enduring  values  and  not 
by  fluctuating  prices.  So  long  as  we  have  faith  in  the  agricultural  re- 
sources of  the  State  of  Montana,  so  long  as  we  have  confidence  in 
the  ability  and  integrity  of  the  tillers  of  the  soil,  and  so  long  as  the 
State  of  Montana  has  funds  that  must  be  invested,  so  long  should  we 
continue  to  make  farm  loans;  but  our  machinery  and  system  for  ne- 
gotiating and  collecting  these  loans  must  be  improved.  We  owe  it  to 
the  schools  and  other  public  institutions  for  which  we  are  trustees  to 
develop  the  safest,  the  most  economical,  practical  and  efficient  sys- 
tem and  machinery  that  can  be  devised  for  negotiating  and  handling 
these  loans.  The  Amortization  Plan  itself  can  hardly  be  improved  up- 
on, but  the  system  for  negotiating  and  collecting  the  loans  must  be 
changed. 

LOCAL   AGENCIES  ABSOLUTELY   NECESSARY. 

In  order  to  make  our  farm  loan  business  an  enduring  success,  we 
must  have  at  least  one  state  farm  loan  association  in  every  county 
of  the  state  where  loans  are  made,  through  which  local  people  and 
local  capital  become  directly  interested  and  largely  responsible  for  the 
farm  loan  business  in  that  county.  These  county  associations  must  be 
so  organized  that  the  loss  involved  in  the  failure  of  a  loan  will  result 
in  loss  to  the  local   organization.     In   other  words,  these  organizations 
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must  be  endowed  with  the  throbbing:  life  of  individual  interest.  This 
can  be  done,  and  should  be  done,  and  is  being  done  in  the  legislation 
now  proposed. 

THE  INVESTMENT  FIELD  MUST  BE  WIDENED 
TO  UTILIZE  THE  FUNDS. 

In  considering  the  question  of  whether  or  not  the  State  should 
again  engage  in  the  farm  loan  business,  it  is  well  to  bear  in  mind  that 
under  the  Enabling  Act  and  the  Constitution,  the  State  Board  of  Land 
Commissioners  is  charged  with  the  duty  of  investing  the  permanent 
funds  safely  and  advantageously;  it  is  not  a  matter  of  choice  for  the 
State  whether  or  not  it  wants  to  invest  these  funds;  it  is  a  duty  that 
must  be  performed;  it  is  an  obligation  tha  we  owe  to  the  schools  and 
educational  institutions  of  the  state  and  to  all  of  the  people  of  the 
state;  and  the  time  has  already  come  when  the  bonds  issued  within 
the  State  of  Montana  and  now  available  for  investment  are  far  from 
being  sufficient  to  absorb  the  available  funds.  The  State  Board  of  Land 
Commissioners  has  found  it  necessary  to  purchase  United  States  bonds 
drawing  a  low  rate  of  interest  and  to  pay  big  premiums  on  these  bonds. 
Consequently  the  interest  yield  is  rather  low.  For  these  reasons  it  is 
necessary  that  we  widen  our  investment  field  within  the  state. 

INVESTMENTS— THE  ONE  OVERSHADOWING  PROBLEM, 

In  dealing  with  public  questions  and  problems  of  an  enduring  na- 
ture, it  is  usually  well  to  consider  the  past,  the  present  and  the  future 
and  endeavor  to  ascertain  the  direction  of  future  developments.  Only 
by  aligning  our  work  with  the  inevitable  evolution  of  things  can  we  hope 
to  endow  it  with  lasting  value.  If  we  endeavor  to  look  a  little  into  the 
future  of  the  problems  of  the  State  Land  Department,  we  shall  soon 
discover  that  these  problems  will  eventually  resolve  themselves  into  the 
one  great  problem  of  making  safe  long-time  investments.  The  lands 
granted  are  gradually  being  sold  and  converted  into  money;  the  time 
will  ultimately  come  when  the  State  shall  have  no  lands  to  lease  or  to 
sell;  but  we  shall  have  huge  sums  for  investment.  How  to  invest  the 
one  hundred  million  dollars  or  more  which  will  eventually  be  under 
the  control  of  the  State  Board  of  Land  Commissioners,  safely,  econ- 
omically and  advantageously  for  the  institutions  to  which  these  funds 
belong,  and  in  such  a  way  as  to  contribute  in  the  fullest  measure  to  the 
development  of  the  state  itself  and  to  the  prosperity  and  well-being  of 
all  its  people — that  is  fast  becoming  the  one  ovei'shadowing  problem  be- 
fore the   State   Land   Department. 

These  observations  are  made  for  the  purpose  of  showing  a  few  of 
the  reasons  why  a  comprehensive  revision  of  the  laws  governing  the 
State  Land  Department  is  urgently  needed  at  the  present  time. 

A  great  number  of  less  important  changes  in  the  statutes,  not  here 
mentioned,  will  also  be  necessary. 
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AMORTIZATION. 

Our  State  lands  are  now  being  sold  on  the  Amortization  Plan  of 
payment;  certificates  of  purchase  or  sales  contracts  issued  on  the 
former  plan  are  rapidly  being-  converted  into  amortization  certificates; 
our  mortgages  are  being  converted  into  amortization  contracts,  and  our 
funds  are  being  invested  in  amortization  securities.  School  districts, 
towns,  cities  and  counties,  and  the  State  itself,  when  issuing  bonds,  are 
required  by  our  statutes  to  give  preference  to  Amortization  Bonds.  All 
in  all,  the  amortization  system  is  now  playing  such  a  dominant  part  in 
the  entire  business  of  the  Land  Department  and  is  bound  to  have  such 
far-reaching  and  beneficent  effects  in  the  public  finance  of  the  whole 
State  of  Montana,  that  it  may  not  be  out  of  place  to  give  a  somewhat 
detailed  explanation  of  the  meaning  and  nature  of  the  system  itself. 
During  the  winter  of  1926  the  Register  wrote  an  article  entitled  "Amorti- 
zation Mortgages  and  Bonds"  for  the  Great  Falls  Tribune.  This  article 
was  reprinted  by  the  Commercial  West,  a  financial  paper  published  in 
Saint  Paul,  Minnesota,  and  on  February  20,  1926,  it  was  published  in  a 
slightly  abbreviated  form  by  the  Bond  Buyer,  a  financial  paper  pub- 
lished in  New  York  City.  These  circumstances  are  mentioned  by  way 
of  introduction  to  the  reader,  indicating  perhaps,  that  the  plan  itself  is 
considered  of  some  importance  and  that  the  explanation  here  made  of 
the  plan  is  not  unfavorably  regarded  by  these  great  financial  publi- 
cations. The  article  is  here  reprinted  as  published  in  the  Bond  Buyer, 
except  that  a  few  paragraphs  forming  no  part  of  the  explanation  itself 
are  here  omitted. 

AMORTIZATION   MORTGAGES  AND  BONDS. 

What  does  "Amortization"  mean  ?  There  are  numerous  systems  of 
amortization;  a  German  mathematician  has  recently  published  a  book 
describing  more  than  forty  varieties;  but  I  shall  limit  my  explanation 
to  the  French  system,  commonly  known  as  true  amortization,  which  is 
the  system  adopted  in  Montana.  Under  this  system  a  little  bit  is  paid 
on  the  principal  every  time  that  interest  is  paid;  and  the  payments  are 
so  calculated  and  so  arranged  that  the  aggregate  sum  paid  as  interest 
and  on  principal,  on  each  due  date,  remains  the  same  throughout.  The 
payments  remain  "level"  as  some  express  it.  After  the  principal  has 
been  reduced  by  the  first  little  payment,  the  intei-est  that  it  earns  is 
naturally  reduced  accordingly;  but  as  the  aggi'egate  sum  paid  as  in- 
terest and  on  principal  remains  the  same,  a  constantly  increasing  por- 
tion is  applied  in  reducing  the  principal.  This  accounts  for  the  seem- 
ingly magic  power  of  amortization. 

In  order  to  make  the  amortization  process  "visible  to  the  naked 
eye"  let  us  take  as  an  actual  example  the  amortizing  of  $1,000.00,  draw- 
ing S'/f  interest,  through  a  period  of  33  years.  It  is  plain  that  if  only 
the  5%  interest  were  paid,  both  the  interest  and  the  principal  would 
go  on  to  Judgment  Day;  but  add  1^/4%  for  amortization,  making  each 
payment  6^4:9r  or  $62.50,  and  the  whole  debt  will  be  extinguished  in  33 
years.  The  partial  table  given  below  shows  the  first,  the  last  and 
six  of  the  intermediate  payments  in  the  foregoing  example. 
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No.   of  Each 
Payment 

Total  of  Each 
Payment 

Part  Applied 
on  Interest 

Part  Applied 
on   Principal 

Balance  of 
Principal  Unpaid 
Sl.OOO 
(Original   Amount! 

1st 

$62.50 

$50.00 

$12.50 

$987.50 

5th 

62.50 

47.31 

15.19 

930.94 

10th 

62.50 

43.11 

19.39 

842.79 

15th 

62.50 

37.75 

24.75 

730.28 

20th 

62.50 

30.91 

31.59 

586.68 

25th 

62.50 

22.19 

40.31 

403.42 

30th 

62.50 

11.05 

51.45 

169.52 

33rd  61.72  2.94  58.78    .  Naught 

Please  note  the  evenness  of  the  total  payments,  the  continuous  de- 
crease in  the  part  applied  on  interest,  the  constant  increase  in  the 
part  applied  on  principal,  and  the  dwindling,  the  amoi'tization,  the  "dying" 
of  the  principal. 

The  special  merit  in  the  amoi'tization  method  for  the  payment  of 
debts  lies  in  the  evenness  and  comparative  lightness  of  the  burden  that 
the  borrower  has  to  carry.  In  building  a  road  up  a  steep  mountain,  the 
engineer  does  not  run  it  sti-aight  up,  but  builds  it  in  gradually  rising- 
curves,  on  a  gentle,  even  grade.  It  is  the  use  of  the  incline  plane  or 
the  perpetual  screw.  The  amortization  plan  is  the  corresponding  device 
in  the  field  of  finance. 

The  germ  of  the  amortization  idea  seems  to  have  existed  as  far  back 
in  history  as  the  Babylonian  Empire;  and  some  forms  of  life  annuity 
tables  were  computed  by  the  Romans  and  are  still  in  existence.  This  is 
amortization  in  a  rude  form.  It  is  commonly  stated  that  the  repayment 
of  mortgage  loans  by  amortization  was  devised  by  a  bank  in  Stockholm 
in  1754;  Frederick  the  Great  of  Prussia  mentioned  amortization  in  an 
address  to  the  land  owners  of  Brandenburg  in  January,  1776.  But  to 
begin  with,  the  use  of  the  amortization  plan  developed  very  slowly.  The 
basic  difficulty  was  to  insure  the  value  of  such  a  long-time  security,  and 
to  develop  organizations  who  could  advantageously  utilize  the  returning 
driblets  of  the  invested  capital.  Both  these  problems  were  gradually 
solved  by  the  establishment  of  strong  mutual  organizations  of  land  own- 
ers who  were  borrowers  on  their  holdings.  The  amortization  mortgages 
would  run  to  this  organization,  and  the  organization  would  in  turn  issue 
"debentures"  or  bonds  against  the  sum  total  of  the  mortgages  and  the 
other  assets  of  the  organization.  The  organization  as  a  whole  would  be 
responsible  for  the  payment  of  these  interest-bearing  debentures,  and  at 
times  they  would  circulate  as  a  soi't  of  "asset  currency."  There  is  an 
endless  variety  of  these  organizations  and  they  are  almost  without  num- 
ber in  Europe  alone. 

The  system  of  amoi'tization  farm  loans  is  now  so  widespread  and  so 
firmly  rooted  in  Europe,  and  plays  such  a  vital  part  in  its  agricultural 
and  economic  life,  that  it  could  no  more  be  done  away  with  than  banks 
and  the  postal  system  and  the  railroads.  From  Europe  the  system  has 
spread  all  over  the  civilized  world.  We  find  it  in  some  form  or  another 
in  nearly  all  civilized  countries  and  many  partly  civilized  countries,  such 
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as  Japan  or  Eg-ypt.  It  is  firmly  established  in  South  Africa,  Australia, 
New  Zealand  and  Chile;  even  Mexico  and  Cuba  are  tryinja:  to  establish  the 
system. 

Eveiy  feature  of  our  Federal  Fanii  Loan  System  appears  to  be 
copied  from  the  systems  of  Europe.  Our  system  is  the  "True  Amoritiza- 
tion  plan." 

The  Amortization  System  in  Montana 

The  principle  of  amortization  was  made  a  part  of  the  public  finance 
of  this  state  by  the  1923  Session  of  the  legislature.  Chapter  10  of  the 
1923  Session  Laws  provides  the  amortization  plan  of  payment  for  State 
lands;  Chapter  6  provides  for  farm  mortgages  to  be  issued  and  payable 
on  the  amortization  plan,  and  further  provides  that  all  farm  mortgages 
and  all  Montana  bonds  in  which  the  permanent  funds  of  the  State  are 
hereafter  invested  must  be  issued  and  payable  on  the  amortization  plan. 
Chapter  38  of  the  same  session  laws  limits  future  bond  issues  in  the  State 
of  Montana,  both  by  the  State  itself  and  by  its  political  subdivisions,  to 
Amortization  and  Serial  Bonds.  Serial  bonds  are  defined  as  being  that 
form  under  which  one  or  more  individual  bonds  become  due  and  must  be 
paid  at  regular  intervals  during  the  term  for  which  the  bonds  were  is- 
sued. The  definition  that  these  acts  give  to  the  Amortization  bond  or 
mortgage  accords  entirely  with  the  principle  of  true  amortization — the 
same  amount  becomes  due  and  payable  each  year  during  the  life  of  the 
mortgage  or  bond. 

The  Amortization  Bond  Represents  a  New  Application  of  the  Amortiza- 
tion Principle 

So  far  as  I  have  been  able  to  ascertain  through  somewhat  extensive 
reading  on  this  subject,  the  sti'aight  amortization  bond  is  not  used  in 
Europe  or  in  any  other  country.  If  it  is  used  in  other  States  than  Mon- 
tana, this  use  must  be  of  very  recent  origin.  When  the  1923  laws  went 
into  effect  providing  for  amortization  bonds  in  this  state.  Assistant  At- 
torney General  C.  N.  Davidson  wrote  to  a  great  bond  house  in  New  York 
City  asking  if  any  forms  had  been  woi'ked  out  for  amortization  bonds;  he 
was  informed  that  it  had  no  such  forms  or  knowledge  of  such  forms. 
So  Mr.  Davidson  worked  out  the  details  of  what  is  probably  the  first 
true  Amortization  Bond  in  the  United  States,  according  to  the  definitions 
laid  down  in  the  new  acts. 

The  principles  of  the  amortization  bond  are  exactly  the  same  as  of 
the  amortization  mortgage.  The  partial  table  given  in  this  article  will 
apply  in  exactly  the  same  way  to  the  payment  of  a  bond,  with  this  excep- 
tion that  the  ordinary  bonds  in  this  state  can  not  inin  for  a  longer  period 
than  20  years,  and  as  a  consequence  the  scale  of  payments  is  steeper 
than  under  the  33-year  plan. 

Let  it  be  clearly  understood  that  under  the  amortization  plan  the 
bonds  are  gradually  and  surely  paid  off  entirely  without  use  of  the  anti- 
quated, cumbersome  and  wasteful  nuisance  called  a  "sinking  fund," 
which  was  required  for  the  straight  term  bond.  The  sinking  fund  is 
supposed  to  have  originated  with  William  Pitt,  the  Younger,  one  of  the 
great   prime  ministers   of  England,  who  in   1786  evolved   a   complicated 
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scheme  for  building-  up  sinking  funds  to  take  care  of  the  debts  of  the 
Eng-lish  Empire.  Alexander  Hamilton,  the  first  Secretai-y  of  the  Treasury 
of  the  United  States,  embodied  some  of  the  complicated  provisions  of  the 
Pitt  plan  for  the  creation  of  sinking  funds  to  pay  the  bonds  then  issued 
by  the  United  States. 

The  history  of  sinking  funds  is  almost  a  tragic  one;  the  casualty  list 
is  so  very  long.  They  usually  sink  themselves  before  they  are  able  to 
sink  anything  else.  Frequently  the  tax  for  the  sinking  fund  is  not  levied 
at  all;  at  other  times  the  fund  is  diverted  to  other  uses,  or  is  lost  in  a 
failing  depository;  and  seldom  or  never  does  it  earn  as  much  as  the  in- 
terest on  an  equal  portion  of  the  bonds.  In  nearly  every  case  it  involves 
considei'able  waste  and  loss  to  the  borrower.  The  amortization  bond 
eliminates  all  the  work,  worry,  uncertainty,  risk  and  waste  involved  in 
accumulating  a  sinking  fund. 

The  evenness  of  the  payments,  the  comparative  lightness  of  these 
payments  and  the  sureness  of  the  gradual  and  final  payment  of  the  bonds 
during  the  term  for  which  they  were  issued,  are  features  that  will  rec- 
ommend the  amortization  bond  to  all  who  are  interested  in  the  payment 
of  public  indebtedness.  Such  payment,  during  a  fixed  term  of  years, 
prevents  the  "piling  up"  of  public  debts  and  insures  the  payment  of 
debts  for  improvements  by  the  taxpayers  receiving  the  benefits  from 
these  improvements  in  place  of  passing  on  the  indebtedness  to  coming- 
generations  and  thereby  selling  them  into  bondage. 

AMORTIZATION  EFFECTS  A   REAL  AND  SUBSTANTIAL  SAVING 

IN  INTEREST 

It  should  be  clearly  understood  that  the  application  of  the  amorti- 
zation principle  effects  an  actual  and  tremendous  saving  in  interest  pay- 
ments. This  is  not  a  vague  theory  but  a  concrete  fact.  As  I  write  these 
lines,  I  have  before  me  a  number  of  actual  amortization  bonds  recently 
purchased  by  the  State.  The  following  tabulation  emphatically  demon- 
strates  the   substantial   savings   brought   about   by   amortization: 

The  Total  The    Actual 

Interest  Interest 

on  the  on  "^he 

Amount  of                                                           Old  Form  Bond  Amortization 

Bond            Interest          Term                    Would  Be :  Bond  is                        Saving 

$      500.00  6%  20yrs.  S      600.00  $      365.29  $      234.71 

1,600.00  6%  "  1  920.00  1,168.77  751.23 

4,500.00  6%  "  5,400.00  3,287.28  2,112.72 

32,000.00  5%  "  32,000.00  18,990.38  13,009.62 

These  tremendous  savings  in  interest  are  automatically  paying  off 
the  principal  of  the  bond.  Herein  lies  the  seeming  magic  of  amortiza- 
tion. 

It  will  be  freely  admitted  that  the  amortization  bond  is  not  as  popu- 
lar with  the  professional  bond  houses  or  with  the  individual  investors  as 
the  straight  term  bond.  Of  course  not.  The  individual  investor  does 
not  want  his  principal  investment  to  come  back  to  him  in  driblets;  he 
wants  the  principal  unimpaired  and  the  interest  payments  to  endure  from 
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generation  to  g-eneration,  like  the  mercy  of  the  Lord.  The  amortization 
bond  would  however,  be  suitable  for  any  investor  who  desires  a  fixed 
income  for  a  certain  number  of  years.  For  this  purpose,  the  amorti- 
zation would  serve  exactly  like  the  life  insurance  policy  guaranteeing  a 
certain  annuity  for  a  fixed  number  of  years  (annuity  certain).  To 
investors   of  this  class,  the  amoi'tization  bond  should  prove  ideal. 

The  interest  on  State  Amortization  Bonds  Returns  to  the  Borrower. 

In  issuing  Amortization  Bonds  and  selling  them  to  the  State,  the 
borrowers  are  borrowing  from  themselves,  and  paying  interest  to  them- 
selves. The  permanent  educational  funds  of  the  State  belongs  to  all  the 
people  of  the  State,  and  every  dollar  of  the  interest  will  come  back  to 
the  people.  Not  one  dollar  or  one  cent  of  the  interest  on  the  investment 
from  the  permanent  funds  is  now  being  used  by  the  State  even  for  the 
cost  of  administration.  The  total  income  accrues  to  the  benefit  of  the 
public  schools  and  the  other  educational  institutions  of  the  State.  Next 
March  there  will  be  apportioned  to  the  school  districts  of  the  State  over 
one  million  dollars  of  income  from  these  investments  and  from  the  State 
lands. 

ARTICLE  XXI  OF  THE  CONSTITUTION 

The  Legislative  Assembly  of  1923  proposed  an  amendment  to  the 
Constitution  of  the  State  of  Montana  by  adding  thereto  a  new  ailicle  to 
be  known  and  designated  as  Article  XXL  This  proposed  amendment 
was  ratified  by  the  vote  of  the  people  at  the  general  election  in  1924  and 
is  therefore  a  part  of  our  Constitution  at  the  present  time  with  the  same 
force  and  effect  as  the  original  Constitution.  This  article  outlines  far- 
reaching  plans  relating  to  State  finances  and  as  it  places  the  adminis- 
tration of  the  huge  permanent  funds  proposed  to  be  accumulated  directly 
under  the  State  Board  of  Land  Commissioners,  which  is  the  governing 
board  of  the  State  Land  Department,  it  seems  fitting  and  proper  to 
make  a  somewhat  detailed  explanation  of  this  part  of  the  Constitution 
in  the  present  report. 

Generally  speaking  this  addition  to  the  Constitution  has  the  same 
object  as  the  federal  land  grants,  namely,  the  creation  of  permanent 
funds  for  the  support  of  certain  functions  of  the  state  govei-nment;  but 
this  article  does  not  limit  the  creation  of  permanent  funds  to  the  sup- 
port of  education  alone.  It  provides  for  the  creation  of  a  State  perma- 
nent revenue  fund;  for  the  creation  of  a  State  pei-manent  school  fund; 
for  the  creation  of  a  permanent  revenue  fund  for  the  University  of  Mon- 
tana; and  for  the  administration  of  funds  for  the  benefit  of  other  useful, 
benevolent  and  worthy  objects.  The  underlying  idea  is  the  same  that 
actuated  the  Revolutionary  Fathers  in  the  Continental  Congress  w^hen 
they  set  aside  section  16  in  each  township  in  the  Northwest  Territory 
for  the  maintenance  of  public  schools;  it  is  the  same  idea  that  members 
of  Congress  cai-ried  out  in  1889  when  they  passed  the  Enabling  Act  admit- 
ting the  State  of  Montana  into  the  Union.  With  slight  exceptions  the 
purpose  of  the  federal  land  grants  was  to  support  education  and  to  pro- 
vide funds  "for  public  buildings  at  the  capital  of  the  State,"  the  grant 
for  this  specific  purpose  being  182,000  acres.  Special  attention  is  called 
to  this  fact— that  the  federal  land  grants  are  thus  not  entirely  limited 
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to  educational  purposes  but  do  cover  this  additional  purpose  of  provid- 
ing buildings  at  the  capital  of  the  state.  Ai-ticle  21  of  the  Constitution 
does,  among  other  things  provide  for  the  creation  of  a  permanent  fund 
for  the  support  of  the  State  govei'nment  itself.  Attention  is  called  to 
these  facts  in  order  to  show  that  there  is  nothing  really  new  in  Article 
21  of  the  Constitution,  but  that  the  underlying  idea  is  practically  the 
same  as  the  idea  back  of  the  federal  land  grants.  It  is  a  continuation  of 
the  same  policy  and  is  based  on  the  same  principles. 

Specific  Purposes  of  Article  21 

It  proposes  the  gradual  accumulation  of  a  State  Perma- 
nent Revenue  Fund  in  the  amount  of $100,000,000.00, 

Of  a  State  Pennanent  School  Fund  in  the  amount  of $500,000,000.00, 

Of   a    Permanent    Revenue    Fund    for   the    University    of 

Montana  in  the  amount  of $100,000,000.00, 

and  also  for  the  administration  of  permanent  funds  "for  the  benefit  of 
scientific,  educational,  benevolent  and  charitable  work." 

Sources  of  these  Gigantic  Funds 

The  Legislative  Assembly  of  192-3  did  not  have  any  public  lands  to 
grant  for  the  creation  of  these  proposed  funds.  Entirely  a  different 
source  or  origin  is  planned.  It  is  proposed  to  build  up  these  huge  funds 
from  "gifts,  donations,  grants  and  legacies,"  by  investing  these  funds 
in  safe  long-time  securities  and  adding  the  "net  earnings"  to  the  principal 
from  year  to  year. 

At  first  sight,  this  may  not  appeal  to  you  as  a  very  promising  plan. 
It  may  appear  to  be  just  about  on  par  with  the  legendary  diversion  of 
looking  for  a  pot  of  gold  at  the  end  of  the  rainbow;  but  a  little  further 
examination  into  the  subject  will  abundantly  show  that  a  veritable  sti-eam 
of  real  gold  is  steadily  flowing  from  these  sources  to  schools,  churches, 
hospitals,  parks,  memorials  and  similar  institutions  throughout  the  Uni- 
ted States.  Let  me  call  attention  to  a  very  few  of  the  numerous  bene- 
factions made  in  this  country  during  the  year  1925  alone: 

Institution  or  Purpose.  Amount. 

University  of  Washington  Forestry  Building $      260,000.00 

Rensellaer  Polytechnic  Institute,  New  York 1,150,000.00 

St.  Luke's  Convalescent  Hospital,  New  York  City 1,000  000.00 

Paul  Clark  Home  for  Children,  Butte 350,000.00 

Montana   Masonic   Home,   Helena 25,000.00 

Clark    Memorial,   Clarksdale,   Arizona 100,000.00 

Duke    University,    North    Carolina,   for    buildings    and    en- 
dowment      22,000,000.00 

University   of   California 150,000.00 

Y.  M.  C.  A.  Building,  Detroit 750  000.00 

Harvard    University    929,775.00 

Guggenheim    Memorial    Foundation   for  advanced    students 

abroad  "of  every  race,  color  and  creed" 3,000,000.00 

Leopold  Schepp  Foundation  to  aid  boys,  New  York 2,500,000.00 

University  of  Jei-usalem,  Palestine,  for  stadium 20,000.00 

University   of  Jerusalem,   Palestine,   endowment 500,000.00 
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These  are  only  a  few  of  the  numerous  and  various  benefactions 
made  in  this  country  last  year  for  benevolent  activities  extending  from 
the  romantic  "Last  Chance  Gulch"  in  Helena,  Montana,  to  the  storied 
hills  of  Jerusalem,  Palestine.  Other  millions  were  bestowed  for  similar 
activities  in  India,  China  and  Japan. 

How  Much  are  the  Annual  Benefactions  in  the  United  States? 

We  do  not  know.  Federal  income  tax  returns  shed  some  light  on  the 
subject  as  some  of  these  benefactions  are  subject  to  tax  and  must  be 
reported  by  the  givers.  The  total  so  reported  for  1923  reached  the  stag- 
gering sum  of  $576,680,129.00.  It  has  been  estimated  that  the  annual 
total  of  all  such  contributions  in  this  country  exceeds  one  billion  dollars. 

In  addition  to  the  numerous  vast  fortunes  seeking  useful  and  lasting 
employment  in  some  worthy  cause  beyond  the  brief  life  of  their  temporary 
owners,  there  are  thousands  of  smaller  accumulations  of  capital  just  as 
willing  and  eager  for  the  one  great  adventure  of  playing  a  lasting  part 
in  the  unfolding  life  of  human  society. 

Endowed  Institutions 

Many  of  the  leading  institutions  of  learning  throughout  the  United 
States,  and  in  foreign  countries,  have  taken  full  advantage  of  these  cir- 
cumstances and  build  up  a  huge  endowment  for  their  perpetual  main- 
tenance. 

The  following  examples  are  submitted  for  your  consideration: 

Institution.  Endownnent. 

University   of   California    $  9,503,000 

Catholic  University  of  America,  Washington,  D.  C 2,700,000 

University    of    Chicago 31,992.620 

Columbia  University  57,456,803 

Cornell    University,   New   York 19,900,000 

Hamline  University,  St.  Paul,  Minnesota 1  129,238 

Harvard  University  69,689,840 

University  of  Idaho  2,000,000 

Iowa   State   University  3,694,068 

John    Hopkins    University    19,295,199 

Leland  Stanford,  Jr.  University  28,012,830 

University   of   Manitoba,   Canada 2,016,158 

McGill   University,  Toronto  17,546,702 

It  will  be  observed  that  many  of  these  institutions  are  state  univer- 
sities which  thus  are  supported  partly  through  taxation  and  partly 
through  the  income  from  their  endowments. 

Machinery    for    Administering    Endowments    in   Montana 

Article  XXI  endeavors  to  build  up  similar  endowments  for  various 
purposes  in  this  state  by  pointing  out  activities  of  enduring  usefulness 
in  the  field  of  human  progress,  and  by  providing  strong,  efficient,  relia- 
ble and  perpetual  machinery  for  the  administration  and  upbuilding  of 
the  funds  contributed,  be  they  great  or  small.  Let  it  not  be  thought- 
lessly assumed  that  it  would  be  an  easy  matter  for  the  private  citizen 
to   provide  machinery   of  his    own    suitable   for   the   safe   and   perpetual 
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administration  of  moneyed  capital.  For  the  very  wealthy  man,  it  might 
be  possible  to  build  up  an  organization  that  would  endure  for  some  time; 
but  for  the  person  of  moderate  means  it  would  be  impossible.  The  ad- 
ministration of  funds  that  are  to  endure  for  centuries  is  pre-eminently 
a  function  of  government. 

Section  5  of  Article  XXI  provides  that  "The  same  State  Board  and 
officers  that  have  charge  of  the  investment  and  administration  of  the 
Public  School  Fund  of  the  State  shall  have  charge  of  the  investment  and 
administration  of  all  the  funds  administered  under  this  Article" — in 
other  woi'ds,  the  State  Board  of  Land  Commissioners,  consisting  of  the 
Govei'nor,  Superintendent  of  Public  Instruction,  Secretary  of  State  and 
Attorney  General.  The  experience  and  organization  that  this  board  has 
developed  in  the  administration  of  the  millions  belonging  to  the  other 
permanent  funds  of  the  State  should  be  exceedingly  helpful  in  the  admin- 
istration of  these  new  permanent  funds. 

Supreme  Court  Justices  a  Supervisory   Board 

While  the  State  Board  of  Land  Commissioners  has  direct  charge  of 
the  administration  of  these  funds,  its  administration  is  subject  to  the 
supervision  of  the  Justices  of  the  Supreme  Court.  Section  17  reads  in 
part  as  follows:  "During  January  of  each  year,  this  board  shall  review 
the  administration  of  the  preceding  year"  .  .  .  "It  shall  be  the  duty  of 
the  supervisory  board  to  do  and  perform  all  acts  and  things  that  it  may 
deem  necessary  in  order  to  cause  the  board  and  officers  having  direct 
charge  of  these  funds  to  administer  the  same  carefully  and  wisely  in  full 
compliance  with  the  provisions  of  this  article  and  such  further  legisla- 
tion as   may  be  enacted  relating  thereto." 

Through  this  double  organization,  we  are  assured  of  a  non-political 
administration,  composed  of  public-spirited  citizens  of  splendid  intelli- 
gence, fine  honor  and  adequate  business  experience  and  capacity;  and 
in  the  very  nature  of  things,  this  administration  will  have  perpetual 
succession  as  long  as  the  State  itself.  The  organization  planned  for 
administering  these  trust  funds  is  probably  the  very  best  the  State  of 
Montana  can  provide. 

Administration  of  the  Funds 

The  following  quotations  from  the  provisions  of  Article  XXI  indicate 
how  the  funds  are  to  be  invested:  "All  investments  of  these  funds  shall 
be  safely  and  conservatively  made"  .  .  .  "It  is  the  meaning  and  inten- 
tion of  this  Article  that  all  investments  of  these  funds  shall  be  confined 
exclusively  to  safe  loan  investments  drawing  a  fixed  rate  of  interest" 
.  .  .  "All  long-term  investments  shall  be  on  the  amortization  plan.  Fur- 
ther regulation  and  limitations  concerning  these  investments  shall  be 
provided  by  law." 

The  purpose  of  these  reiterated  mandates  requiring  loan  investments 
is  to  make  it  impossible  so  to  construe  the  Act  as  to  permit  the  use  of 
the  funds  for  any  speculative  business  whatsoever.  Their  use  is  strictly 
confined  to  safe  loans  and  bonds. 

Simplicity  of  Management 

Eventually   numerous  separate   funds  may  arise  under  this  article. 
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To  invest  them  separately  would  be  burdensome  and  impracticable;  hence 
a  different  plan  is  provided:  "All  these  funds  shall  be  invested  as  one 
common  fund  to  be  known  and  designated  as  the  Montana  Tioist  and 
Legacy  Fund."  At  the  end  of  each  year,  the  state  treasurer  shall  ascer- 
tain the  amount  of  interest  collected  during  the  year  on  all  the  funds  con- 
stituting' the  Montana  Trust  and  Legacy  Fund,  pay  over  to  the  state  one- 
twentieth  of  the  interest  collected,  and  then  credit  each  and  every  fund 
with  its  share  of  the  balance,  or  "net  earnings."  This  joint  investment 
will  automatically  insure  every  fund  to  the  full  extent  of  all  the  other 
funds;  in  case  of  loss,  each  fund  will  suffer  the  same  percentage  of  loss. 

In  1922  the  General  Educational  Board  published  a  book  entitled 
"College  and  University  Finance."  A  considerable  portion  of  the  entire 
book  deals  with  endowments.  On  page  38  of  this  book  we  find  the  fol- 
lowing argument  in  favor  of  this  system  of  the  combined  investment  of 
several  funds:  "The  combination  of  funds  and  their  investment  as  a 
whole,  has  several  arguments  in  its  favor.  In  the  first  place,  it  obviates 
the  necessity  of  keeping  separate  accounts  and  records  to  show  the  in- 
vestments belonging  to  each  fund;  second,  the  cash  uninvested  consists 
of  one  sum  and  can  be  invested  more  readily;  third,  each  fund  receives 
the  same  rate  of  income;  fourth,  the  rate  of  income  is  less  likely  to  vary 
from  year  to  year  because  of  the  amount  and  variety  of  investments; 
lastly,  each  fund  is  preserved  from  extinction  because  the  losses  and 
gains  are  divided  among  the  funds  pro  rata,  thus  assuring  the  perpetua- 
tion of  every  fund  unless  it  should  prove  that  all  investments  become  of 
no   value,  a   contingency  in  the   highest  degree   improbable." 

The  Cumulative  Principle 

Knowledge  of  the  multiplication  table  is  not  confined  to  rabbits 
alone.  The  interest-bearing  dollar  has  also  been  endowed  with  a  won- 
derful power  to  reproduce  itself;  it  is  not  as  swift  about  it  as  the  rabbit, 
but  as  an  offset  to  this  handicap  it  should  be  noted  that  the  dollar  will 
endure  almost  forever.  The  way  that  a  sum  of  money  will  grow  when 
compound  interest  is  constantly  added  is  really  amazing.  To  begin  with 
it  may  seem  slow.  At  5%  interest  it  will  take  a  sum  of  money  a  shade 
over  14  years  to  double  itself;  but  in  another  14  years  that  double  will 
be  redoubled,  and  so  on.  In  142  years  any  sum  of  money  at  59^  interest 
compounded  annually  will  multiply  itself  by  one  thousand.  In  that  time 
and  at  that  rate,  one  thousand  dollars  will  reach  a  million,  and  one  mil- 
lion will  reach  a  billion. 

Mathematically  this  formula  is  absolutely  true;  but  in  actual  in- 
vestments allowance  must  of  course  be  made  for  losses  and  accidents 
and  slips  of  various  kinds.  In  conservative  long-time  investments,  the 
formula  should  approximately  work  out.  It  is  fully  utilized  in  the  accu- 
mulation plan  embodied  in  this  part  of  the  Constitution.  Each  one  of  the 
three  large  funds,  one  for  the  State  itself,  one  for  the  State  University 
and  one  for  the  public  schools  of  the  State,  is  to  be  built  up  of  the  various 
contributions  for  each  particular  fund  and  by  adding  the  net  earning  to 
the  fund  itself  at  the  end  of  each  year. 

The  objection  might  be  raised  that  it  will  take  a  long  time  before 
these  funds  will  be  of  benefit  to  the  State.     This  is  not  the  case;  it  will 
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take  considerable  time  before  the  income  from  the  three  lai-ge  revenue 
funds  will  be  available.  Bue  the  funds,  themselves,  will  increase  the 
available  capital  in  Montana,  and  the  interest  will  remain  here.  A  large 
stream  of  gold  is  constantly  leaving  our  state  in  the  form  of  interest 
payments  on  debts  owed  outside  the  State  which  tends  to  make  our  State 
money-poor,  and  the  rate  of  interest  excessive.  The  accumulation  of 
these  large  funds  in  Montana  will  gradually  correct  this  deplorable  con- 
dition. The  income  from  all  the  other  funds  authorized  or  created  under 
this  amendment  will  be  available  for  the  work  they  seek  to  promote  just 
as  soon  as  the  givers  themselves  desire  and  determine  in  their  bequests. 
The  plan  provides  for  the  payment  of  this  income  once  each  year. 

The  Service  That  This  Plan  Offers  to  the  Individual 

So  far  we  have  considered  the  far-reaching  plans  embodied  in  this 
addition  to  the  Constitution  solely  from  the  viewpoint  of  the  beneficiaries, 
the  State,  the  schools  and  others.  Valuable  and  beneficent  as  these  plans 
appear  to  be  to  them,  it  should  not  be  overlooked  that  they  offer  a  sei-^'- 
ice  to  the  individual  citizen  of  peculiar  interest  and  value.  Montana  has 
a  great  number  of  public-spirited,  high-minded  citizens  deeply  interested 
in  the  progress  and  well-being  of  its  people.  When  such  a  citizen  con- 
templates that  his  working  days  may  be  drawing  to  a  close,  he  will 
eagerly  look  for  some  means,  some  agency,  by  which  he  can  continue 
to  further  the  good  work  in  which  he  is  especially  interested.  In  other 
words  he  desires  to  have  an  active  part  in  the  great  forward  march  of 
civilization  even  after  his  natural  life  has  ceased.  This  amendment  pro- 
vides for  him  strong,  simple,  efficient  and  durable  machinery  for  carry- 
ing out  this  noble  ambition  through  untold  centuries  of  the  future.  Prior 
to  the  adoption  of  this  amendment  to  the  Constitution  no  such  machinerj- 
was  provided  in  the  State  of  Montana. 

A   Wide   Field   of   Weil-Doing 

As  this  plan  pi'ovides  for  the  acceptance  and  administration  of  gifts, 
donations,  gz-ants  and  legacies  in  any  amount  or  value  of  not  less  than 
$250.00  each  "for  the  benefit  of  scientific,  educational,  benevolent  and 
charitable  work,"  an  exceedingly  wide  field  of  activities  is  perpetually 
opened  for  the  public  spirited  citizen.  These  objects  would  cover  help 
to  public  parks,  roads  and  buildings,  the  advancement  of  agriculture, 
health  work  of  all  kinds,  hospitals,  children's  homes,  homes  for  the  aged 
and  all  institutions  of  that  kind,  the  support  of  churches  and  all  kinds  of 
educational  institutions,  scientific  research,  and  patriotic  activities.  In 
fact  the  field  is  as  wide  as  human  life  itself. 

Meets  a  Deep  Aspiration  of  the  Human  "Mind 

This  aspiration  for  some  part  in  the  work  of  the  future  and  the 
desire  to  be  remembered  by  posterity  are  fundamental  traits  in  human 
nature  and  have  shown  themselves  from  the  earliest  times  known  to  his- 
tory. Ruins  of  temples  in  India,  built  before  the  days  of  Buddha,  indi- 
cate that  some  of  them  were  erected  by  noble  and  ambitious  rulers  or 
citizens  for  the  perpetuation  of  their  ideas  and  the  i-emembrance  of  their 
names.  No  doubt  similar  aspirations  had  much  to  do  with  the  building 
of  the  pyramids  and  grave  chambers  of  Egypt. 


FROM   JULY    1,    1!)2I,   TO   JUNE   :{0.    1!>2U  57 

Memorials   to  the  Givers 

The  Montana  plan  embodied  in  this  part  of  the  Constitution  makes 
ample  provision  for  the  remembrance  of  the  names  of  the  givers  without 
the  building  of  temples  or  pyramids.  The  State  Treasui'er  is  required 
to  keep  a  permanent  I'ecord  of  all  the  contributors,  and  the  Secretary  of 
State  shall  keep  a  duplicate  of  this  record.  "These  records  shall  be  pre- 
served perpetually  as  a  lasting  memorial  to  the  givers  and  their  interest 
in  society.  The  Legislative  Assembly  shall  from  time  to  time  make  pro- 
vision for  suitable  publicity  concerning  these  benefactors  of  their  fellow 
men." 

Such,  in  brief,  are  the  far-reaching  plans  embodied  in  Article  XXI 
of  the  State  Constitution.  The  Register  of  State  Lands,  being  the  Secre- 
tary of  the  State  Board  of  Land  Commissioners,  will  be  more  than  glad 
to  give  any  further  information  that  may  be  desired  in  regard  to  the 
operation  of  this  plan   to  any  interested  person. 

CONCLUSION 

The  original  purpose  of  the  land  grants — the  perpetual  maintenance 
of  public  schools — should  constantly  and  forever  be  kept  in  mind  in  the 
administration  of  all  the  affairs  of  the  State  Land  Department  from  the 
smallest  detail  to  the  most  compi'ehensive  and  far-reaching  plans. 
Through  the  provisions  of  Article  XXI  of  the  Constitution,  it  is  sought 
to  widen  the  field  of  service  and  usefulness  of  the  department,  but  this 
extension  of  the  field  of  its  activities  is  in  the  closest  harmony  with  the 
main,  original  purpose  of  the  federal  land  grants  to  our  State. 

The  business  of  the  department  is  constantly  and  inevitably  chang- 
ing from  the  management  of  lands  to  the  administration  of  investments; 
hence  the  gradual  development  of  our  investment  system  is  an  absolute 
requirement  for  the  future  success  and  development  of  all  its  affairs. 
Only  by  making  safe  investments  can  it  preserve  its  capital;  when  the 
lands  are  sold,  it  will  be  only  through  the  interest  received  on  these 
investments  that  it  can  earn  a  substantial  income  for  the  support  of  our 
schools. 

The  amortization  plan  of  re-payment  which  now  governs  practically 
all  the  new  investments  of  the  department  will  materially  inci-ease  the 
safety  of  the  investments  of  the  department  and  immeasurably  aid  the 
borrowers.  The  cumulative  system  for  augmenting  permanent  funds 
provided  in  Section  5  of  Article  XI  of  the  Constitution  and  more  com- 
prehensively in  Article  XXI,  and  other  elements  of  growth  inherent  in 
the  system,  will  aid  in  the  constant  increase  of  the  pei'manent  funds 
themselves  even  after  the  last  acre  of  land  has  been  sold. 

The  time  should  come  when  the  land  department  has  sufficient  funds 
to  carry  all  the  meritorious  bond  issues  within  the  boundaries  of  the 
State  of  Montana  and  a  substantial  portion  of  our  good  real  estate  loans. 
In  this  way,  and  in  this  way  alone,  can  a  large  share  of  the  tens  of  mil- 
lions that  our  citizens  annually  pay  as  interest  on  borrowed  money  take 
the  part  of  additional  millions  that  they  otherwise  would  have  to  pay  as 
taxes.     To  make  the  millions  paid  as  interest  take  the  place  of  millions 
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of  taxes  and  thus  return  them  to  the  borrowers,  that  appears  to  me  to 
be  hish  finance  of  a  sound  and  meritorious  type. 

As  the  permanent  funds  constantly  increase,  the  time  may  come,  when 
we  have  a  few  millions  to  loan  in  aid  of  developing  the  titanic  hydro- 
electric power  within  our  state.  Through  loans  of  this  nature  the  people 
of  the  state  would  derive  increased  benefits  from  these  marvelous  forces 
with  which  nature  has  so  abundantly  blessed  the  Treasure  State.  The 
State  of  California  has  twice  voted  on  the  proposition  of  bonding  the 
state  in  the  amount  of  five  hundred  million  dollars  to  develop  and  utilize 
its  hydro-electric  power. 

In  the  same  increasing  measure  that  the  vast  and  gi'owing  resources 
of  the  State  Land  Department  are  made  to  serve  the  people  of  the  state 
and  its  advancing  civilization,  in  the  same  increasing  measure  will  these 
resources  produce  revenues  for  the  support  of  our  schools,  and  thus  both 
directly  and  indirectly  play"  their  part  in  that  momentous,  all  important, 
all  embracing  movement  for  the  liberation  and  enrichment  of  human  life. 

The  original  idea  of  the  federal  land  grants,  the  present  activities 
of  the  State  Land  Department  and  its  aspirations  for  the  future,  are 
unquestionably  in  the  closest  harmony  with  the  evolution  of  government 
and  the  gradually  improving  conditions  and  relations  of  civilized  society. 
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